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THE MOTIVATIONS of human be- 


havior in all fields are complex and 


variable and this is true also in the 
economic sphere. In the past, how- 
ever, economists have assumed a sim- 
plicity and rigidity to man’s behavior 
in economic situations that has led to 
the formulation of dubious laws of 
_ economic behavior in general. 

Professor Lauterbach examines the 

driving forces of human behavior in 

“economic situations with the insight 
of the psychologist and the sociolo- 
gist as well as the economist. 

In particular, he raises and dis- 
cusses such questions as these: 

To what extent does business be- 
havior actually follow those rules of 

-economic decision making which have 
been postulated? 

How are business decisions actually 
made and what personal factors are 
conducive to business success? 

Is the aggregate of such decisions 
and achievements likely to encourage 
economic stability? 

In what ways does business insta- 
bility prevent individuals and groups 
from acting in their own best inter- 
est, economically speaking? 

What are the effects of extensive 
government controls upon economic 
sabiity, and how can the economic 
causes ¿` personal instability be re- 
duced in ways which are socially de- 
sirable? 

What personality traits are most 
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Introduction 


WHEN little Kathy fell into an abandoned well in San Marino, 
California, the engineer who directed the vain attempts to rescue her 
said to a reporter of the New York Times, “You couldn’t get men to work 
this hard or fast for money.” When asked about the money to pay for 
the extensive work done by scores of men and tons of bulldozers, he 
replied, “I haven't even heard the word mentioned.” 

This happened in a country that emphasizes belief in the profit mo- 
tive as the chief driving force of human behavior, certainly in the field 
commonly classified as economics—that is, activities which have some- 
thing to do with the relationships and arrangements of revenue, cost, 
exchange, work, utility, choices, substitutions. Could it be that some 
of us have been too simple, complacent, or hypothetical in our think- 
ing about supposed patterns of economic relations, too uncritical in 
generalizing limited experiences in our own period and area into dubi- 
ous laws of economic behavior in general? For, with a little thought, 
almost any of us could easily cite many examples of disdain of profit 
considerations other than the one mentioned initially. 

This study is chiefly designed to focus the attention of the reader 


upon the psychic processes that determine, underlie, or accompany im- 
xi 
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portant happenings in economic life. In particular, it endeavors to 
bring out the complexity, variability, and elasticity of the motivations 
that guide economic decisions and actions in our own period; the cul- 
tural and sociohistorical relativity of many such motivations; and the 
changing effectiveness of various possible incentives for efficiency and 
productivity, along with the changing valuation and definition of the 
concepts of efficiency and productivity themselves. 

The prevailing value system of American culture in the early twen- 
tieth century assumed that the profit motive or, more broadly, the quest 
for pecuniary or material rewards either was or needed to be recog- 
nized generally as the decisive and perhaps exclusive force that en- 
couraged productive efficiency. The latter, in turn, was widely identi- 
fied with great quantity and cheapness of material output without 
much attention to ethical valuation, social distribution, or human cost. 
Some changes in this value system have occurred in recent decades even 
while productive efficiency has been progressing rapidly. It is one of 
the main purposes of this study to supply further evidence that there 
is no good reason to assume any narrow, rigid, or immutable basis of mo- 
tives for productive efficiency, however the latter is defined specifically. 
Certain incentives, which today either are not fully utilized or are not 
even known to be effective, may gain in importance at some future 
date compared with the profit-maximization motive of the “economic 
man”—the man who has long been recognized to be a mere hypo- 
thetical device in economic analysis. 

This study thus supplements my earlier typology of patterns of so- 
cial control in economic life.t An attempt is here made to examine, in 
the light of cultural and sociohistorical change, a number of time- 
honored psychological arguments against any such control. The alleged 
incompatibility of social control, especially under conditions of demo- 
cratic freedom, with human nature, rational thinking, or the require- 
ments of “economic” behavior is likewise touched upon. 

The main problems, or types of problems, in this general area that 
will be discussed are the following: 

1. To what extent does business behavior in our existing society 
actually follow those rules of economic decision making which eco- 
nomic analysis has assumed or developed? What other—noneconomic 
—factors influence such behavior and its underlying motivation? How 
are business decisions actually made and what personal factors are 
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conducive to business success under varying forms of enterprise? Is the 
aggregate result of such decisions and achievements likely to encourage 
economic stability or not? 

2. Assuming that economic instability, intentionally or not, is a con- 
comitant of a private business economy, to what extent and in what 
ways has such instability prevented individuals and groups from act- 
ing “economically”? To what extent is economic instability likely to per- 
sist, increase, or decrease under other institutional arrangements, such 
as extensive government intervention; and in what ways, if any, can 
economic reforms hope to reduce the social causes of personal inse- 
curity? 

3. To the extent that any such hope is legitimate, does economic 
reform of any desirable type presuppose a different kind of human 
being from the one that we have known thus far, especially in Western 
democratic countries? What personality traits are conducive to a per- 
son’s active interest in the various types of economic reform, and which 
reform types, if any, are psychologically hopeful under the conditions 
of Western societies of the twentieth century? 

Question 1 is the principal topic of the first two chapters of this book. 
Question 2 is discussed mainly in the third chapter, and Question 3 
in the fourth chapter. The final chapter attempts to pull all of the 
preceding discussion together and then to outline tasks for further 
studies in this general field. 

Admittedly all of the questions just mentioned are ambitious ones, 
and no one individual could possibly hope to have the knowledge, wis- 
dom, or integrating power to offer a comprehensive answer to all of 
them. Moreover, the time has not come to formulate a general theory of 
economic psychology. Yet the need is great for a discussion of such in- 
sights as are available today, without awaiting analytic perfection and 
full integration. The chief justification for this study is the need of 
students, teachers, public servants, businessmen, and others for a list 
of pertinent questions and challenging hypotheses for further research 
in important areas of economic psychology. In order to find a reason- 
ably foolproof answer to any one of the many questions raised, pains- 
taking factual research by well-equipped institutes will be necessary 
over a long period and in full intellectual freedom. Certain elements 
of such research, however, are available already. 

The author is fully aware of the fact that he raises many more ques- 
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tions than he can even begin to answer. He does so in the hope that this 
otherwise debatable procedure may stimulate specific research along 
related lines by individuals and agencies. To the extent that answers 
or hypotheses are ventured, the evidence is in the main confined to 
factual data and surveys that have been worked out by others and to 
the substantial quantity of economic, sociological, psychological, and 
anthropological literature that has been examined. The rest is admit- 
tedly hypothesis or speculation. The reader who wants to be shown 
right away will undoubtedly find just as much fault with this book as 
the author has often found with earlier hypotheses and speculations, 
especially those based on camouflaged or unconscious motives. If, how- 
ever, this study succeeds in encouraging detailed and systematic 
research in this crucial field of studies, it will have accomplished its 
purpose. 
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Chapter I 


The Motivation 


of Business Activity 


“THE business of America is business.” This famous statement by 
President Coolidge aptly summarizes the prevailing climate of ideas 
in the United States during his period and, to a lesser extent, in our pe- 
riod. Perhaps this statement also postulates implicitly that the business 
of economists is an inquiry into business, on the basis of “no-nonsense” 
assumptions concerning profit maximization, the constancy of market 
reactions, and the implied framework of both institutions and motiva- 
tions, 

It is the purpose of this chapter to examine (in line with Question 1 
of the Introduction) the sociohistorical setting of the type of human ac- 
tivity that is ordinarily characterized as business, the personality fac- 
tors involved, and the variations which business activities and their 
underlying motivation appear to undergo depending on the period and 
locale concerned. This should not be interpreted as an attempt to re- 
place the economic analysis of business phenomena by a psychological 
one. We are not going to assume that incentives to invest, for example, 
depend only on the personality traits of the investor and not at all on 
the tax structure, or that business depressions merely reflect emotional 
reactions of people so that the inventory situation is not worth study. 
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Practically, every business action is both economic and psychological 
depending on the angle of observation. Pricing a pair of shoes at ten 
dollars obviously entails some purely financial effects upon the firm, but 
it also assumes certain attitudes and reactions of the consumer concern- 
ing readiness to spend, to shop around, to follow the fashion, and so 
forth. 

It would, therefore, not be easy, nor would it be especially reward- 
ing, to disentangle “economic” factors from “noneconomic” ones in each 
case. The emphasis in this particular discussion, however, as distin- 
guished from more conventional interpretations of business processes, 
will be on motivational and personality factors in business, including 
self-assertive elements in competition—an emphasis which, we repeat, 
should not convey the impression of minimizing those business factors 
which are of an impersonal character, such as aggregate income or tax 
legislation. Rather is it intended to put the spotlight on emotional and 
cultural influences in business behavior which have often been neg- 
lected, even at the risk of displeasing groups that might prefer glori- 
fication to dissection. It will be shown, in particular, that actual or 
expected profit is seldom the ultimate determinant of business activity 
in the psychological sense, even though profit is ordinarily the most 
direct and conscious incentive for such activity. 

Business, in the broadest sense, may be defined as the regular or pro- 
longed pursuit of any kind of gainful activity, but especially as initiative 
in pursuing gain through the media of production, trade, or credit opera- 
tions. In most societies the gain is typically calculated, measured, or 
expressed in terms of money, though there are notable exceptions. 

Within this general concept, there is an endless variety of approaches 
to and practices of business. One might argue that even the giving-away 
practices of the Sioux or Kwakiutl Indians, for instance,’ may represent 
a kind of business, for such practices may involve the expectation of 
greater generosity on the part of other people or of rewards through 
improved social status. In some other societies the expectation may be 
of rewards after death. This, however, would mean stretching the con- 
cept of business pretty far. The culture of the Indonesian island of Alor, 
on the other hand, considers manipulation of finances the main occupa- 
tion of men, while women are in charge of the essential rice production; 
the rather predatory control of the men over meat foods and certain cul- 
tural requirements connected with family events and feasts are com- 
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bined into a socioeconomic setup in which debt, interest, profit, and 
wealth are the basic elements determining social status and prestige. In 
its rather obsessive preoccupation with money, the Alorese culture 
represents a kind of unwitting parody of Western capitalism, as do 
certain primitive societies of an exploitive type such as the Ifugao in the 
Philippines.? 

At the same time, the evaluation of certain activities which according 
to our prevailing standards represent business, varies greatly from cul- 
ture to culture. What one population perceives as greedy profit making, 
another may perceive as a religious ritual, or vice versa. Bargaining 

practices, while outwardly similar, may be rooted in different motiva- 
tions or value meanings depending on the sociocultural setting. 


Anybody who has done shopping in a number of different countries will know 
that . . . in one society the pleasure may be in skill in bargaining, so that 
the vendor feels defrauded if his first asking price is paid without demur; in 
another the vendor may feel gratified if he has passed off an imperfect article 
at a high price, while in yet another he may get greater satisfaction from an 
experienced and discriminating buyer who manifests his appreciation and 
knowledge of the vendor's skill and taste; and so on, with a very great number 
of variations and permutations.® 


In other words, the traditional approach of many economists and his- 
torians in comparing “similar” business practices of various countries 
and periods as if they were isolated self-propelling phenomena easily 
leads to ethnocentric misinterpretation. Actually a seemingly objective 
pattern of business behavior, such as tough bargaining, usury, gambling, 
generosity, or sloppiness, may reflect great differences in attitudes and 
frames of reference.* 

Our policy makers are beginning to realize the full range of cultural 
problems that are involved, for example, in programs for the advance- 
ment of underdeveloped areas. Such programs might attempt to spread 
industrialization, efficiency, and businesslike management, according 
to Western standards, to populations with entirely different scales of 
value; they might attempt to remake these populations in the image of 
a free-enterprise twentieth-century America, thus potentially destroy- 
ing earlier value systems. To what extent can we take it for granted that 
every population both wants and is able to be more “efficient,” more 
wealthy in the Western sense? A United Nations study formulates this 
problem as follows: “Even when people know that a greater abundance 
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of goods and services is possible, they may not consider it to be worth 
the effort. . . . Alternatively, people may be unwilling to make the 
effort to produce wealth if the social prestige which they desire is more 
easily acquired in other ways.” 5 

It might, of course, be argued that a wide expansion of capitalist 
industrialism has occurred over the last two centuries, and that its 
economic and technological features have actually spread from England 
to the Continent, to North America, and to some other parts of the 
world. But it will soon be shown that, even when seemingly identical 
institutions or practices prevailed, they did not lead to full equaliza- 
tion of doing business in the United States and western Europe, not to 
mention other areas. 

The relativity of what superficially looks like a general, international 
spread of business behavior—or, more accurately, the variations in the 
cultural and sociohistorical setting of business practices—have often 
eluded observers. If “the neglect of the businessman by historians” has 
been rightly charged,* it can probably be explained by the fact that 
contemporary business in America seldom likes the idea of being seen 
in a historical or cultural context; for such approaches imply that, since 
business came to us some time in the past, it might disappear again 
some time in the future, a thought which tends to cause malaise to 
many of those concerned. 

Yet no other approach can hope to achieve an understanding of the 
actual motivation that guides business activity in our own society. A 
purely formal “theory of the firm” or speculative generalizations about 
“behavior of the firm,” without regard to the cultural and institutional 
setting of “the firm” in question, can make only a very limited contribu- 
tion to our understanding of business, The mere choice of accounting 
methods (which determine in part how much cost should be assumed 
and how much profit has resulted from business operations) inevitably 
involves the motivational patterns and basic values of those who do 
business. In order to promise conclusiveness, any study of the motiva- 
tion of business activity in our period must start with the development 


of business mentality in the contemporary sense, 
The Rise of Business Mentality 


If we employ the concept of business, not in the very general sense 
that was discussed initially but in the more specific context of Western 
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capitalist society, the rise of business mentality out of the disintegrating 
feudalism of the late Middle Ages in Europe is rather clearly definable 
in terms of period and locale. Max Weber, Werner Sombart, R. H. 
Tawney, and others have contributed much to our understanding of 
this process, especially of the religious influences involved such as Cal- 
vinism and Puritanism." 

The reasons why the great and lasting victory of the capitalist spirit 
and institutions occurred in England, and not in Venice, Florence, Lue- 
beck, or Bruges, all of which had an important head start over the British 
Isles, have also been explored extensively, though the impact of cul- 
tural differences may have been somewhat neglected. Very different 
cultures, it is true, proved susceptible to a capitalist Wirtschaftsgesin- 
nung, to use Sombart’s famous term. The difficulty, however, of recon- 
ciling it with older and more deeply rooted patterns of perception and 
sociocultural norms, including those of an ethicoreligious character, 
turned out to be far greater in some countries than in others. The 
amount of ingenuity that was required and supplied in order to produce 
the necessary rationalizations—for a transition from a mediaeval sin-of- 
avarice attitude to the new virtues of profit making and wealth accumu- 
lation, for example—varied enormously, and so did the degree of inner 
security and external stability of the new economic leadership. 

In view of such cultural differences, the spread over large parts of 
the world of some form and degree of capitalist business mentality 
during the last century or two is certainly amazing. Yet we should not 
take it for granted that “capitalism” or “business,” even when the legal 
regulations or the terminology employed are identical, necessarily means 
about the same thing everywhere and at all times. Sombart, who saw 
in the “capitalist spirit” a changing combination of two very different 
elements—the acquisitive, adventurous enterprise spirit and the cal- 
culating, rational bourgeois spirit—was careful to point out that the 
timing, durability, intensity, and extent of this combination, as well as 
its incubation period and its mixture with precapitalist elements, were 
all subject to enormous variations.* 

Actually the entire history of attitudinal, institutional, and policy 
changes under capitalism is largely an account of such variations. The 
adjustments in the setup and practice of capitalist business, which 
have been going on continuously ever since the Great Industrial 
Revolution, if not longer, have largely been adjustments in the pre- 
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vailing motivation of economic activity, both private and public. This 
change occurred under the impact of the social, ethical, and emotional 
problems and conflicts which, with great variations in timing, form, 
and intensity, had arisen in every country as the result of earlier 
practices. Arthur Koestler formulates the basic conflict as follows: 


The acquisitive and competitive society of the nineteenth century did not 
leave much scope for manifestations of the self-transcending emotions, nor 
did its scientific world view facilitate their recognition. The social conditions 
during and after the Industrial Revolution increasingly thwarted the integra- 
tive impulses of modern man, discouraged contemplation, atrophied his 
oceanic feeling, and tended to transform him into a purely self-assertive 
animal.® ° 


Ever since these beginnings both the underlying philosophy and the 
specific practices of business have been undergoing profound, though 
not identical, changes in every country concerned—changes which 
have tended to outpace completely the adjustment of the terminology 
concerned, thus leading constantly to semantic twisting of the real 
problems. In some countries the business principle of profit maximiza- 
tion—to the extent that it was ever put into actual operation anywhere 
—was temporarily or permanently distorted into a slightly sophisticated 
version of primitive robbery. Elsewhere it was hampered by survivals 
of attitudes from the feudal age, such as disdain for competition, cal- 
culation, or newly acquired property, 

In other words, the climate of business, the value system and the 
social atmosphere in which it is conducted, the conscious or non- 
conscious impulses which typically guide business activities, have all 
been subjected to great variations in the course of each country’s 
historical development. This was true even when the external frame- 
work of institutions and the accompanying terminology seemed to be 
stable to the point of rigidity..° 

In the United States such changes in the climate of business have 
been characterized by a relatively fast transition from rugged indi- 
vidualism to the practice or, at least, widespread recognition of social 
responsibility on the part of business. Fortune magazine has described 
the Age of William Howard Taft as follows, “Its material pride in 
money, bigness, statistics, and, on the other hand, its high-minded 


° Quoted by permission of The Macmillan Company. 
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blinking of the realities of human nature were presently to issue in 
cynicism and despair.” ** Two World Wars with the great depression 
in between were bound to affect the economic climate profoundly even 
though the official language of business groups and conventions re- 
mained largely that of the Age of Taft if not of earlier periods. 

Along with a changing attitude toward social responsibility came 
a shift in the practice of competition. Still in full swing is the con- 
troversy about whether competition as such has declined or has merely 
changed its forms during the last few decades. There is little doubt, 
however, concerning the profound effect of the growing differentiation 
and complexity of merchandise, the standardization of the merchant, 
and the spread of resale price maintenance, price leadership, and chain 
stores. There are indications that the basic will to compete is far less 
strong than earlier generations rightly or wrongly thought it to be in 
their own period. Some of the stanchest spokesmen for free enterprise 
—a concept to be discussed later—now believe that “business will not 
long remain competitive, if left to its own devices.” ** 

Assuming there is some truth in this statement—and the history of 
both American and foreign business lends much support to this assump- 
tion—we ask why this should be so. One possible answer, which has 
been given by some economic theorists, is that profit maximization often 
requires oligopoly or monopoly rather than a competitive situation. 
This answer, however, assumes that profit maximization always guides 
actual business behavior. In the absence of any such preconception we 
must allow for other possible influences, especially the often over- 
looked difference between “free,” “competitive,” and “private” enter- 
prise. We must further allow for the propensity of many an individual 
businessman, company, or trade group to perceive its special interests 
more distinctly or emphatically than those of the business community 
as a whole and then to rationalize these special interests into general 
needs, to present its own pressure-group desires as a representation of 
social utility if not necessity. 

In addition, the growth of corporate enterprise in America has 
affected the nature of business leadership faster and more thoroughly 
than elsewhere. One remarkable feature of this development in recent 
years has been the simultaneous growth of corporate big business and 
of the total number of business units; this number now exceeds four 
million. It is still fairly easy for the independent little fellow to start a 
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business of his own, but there is a distinct possibility that it may not 
survive the first year or that during its lifetime it may depend economi- 
cally upon one or more big enterprises. At the same time, business 
leadership in large corporations—and, in an important degree, in the 
business community as a whole—has passed into the hands of pro- 
fessionally trained executives and hired managerial experts, who 
usually have little if any ownership interest in their companies. Business 
leadership, therefore, has largely been divorced from ownership. 

Within the large corporation, decentralization of decision making, 
at least below the policy-shaping level, and the necessity of group 
decisions in managerial activities have encouraged further changes 
both in the personality types required and in the motive patterns (in- 
cluding effective incentives) of the decision-making individuals." Last 
but not least, government regulation has come to be a conditioning 
factor of considerable importance in business leadership by, for 
example, discouraging the rise of new robber-baron practices. It would 
be most surprising if the institutional changes mentioned had not been 
accompanied by shifts in the motivation of business leadership and, 
indeed, in the whole pattern of doing business, 


Business in America and in Europe 


Actually American business has come to represent, in various 
respects, a specific pattern that has no equal in other countries though 
it is approximated in one or two. This applies, first, to its consumer- 
mindedness and service orientation, or perhaps we should say to its 
long-range approach to business practices; second, to the skilled man- 
agerial methods of its growing corporate empire; and, third, to the 
opportunity that is still left, despite the corporate growth, for entry 
into some kind of business—at least as long as there is prosperity and 
no major war occurs. In other words, although business in the sense of 
capitalist enterprise is by no means 
has come to be the seat of a very specific concept of business that is 
almost nonexistent today in the countries which are historically 
associated with the rise of capitalism. This difference has often been 
pointed out in a spirit of either uncritical glorification or unqualified dis- 
approval; the purpose of this discussion is purely analytical. 

It is unnecessary to restate here in any detail the sociohistorical roots 
of these differences; the quality of the immigrants, Puritan influences, 


an American invention, America 
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the pioneer spirit, the melting pot, the wide-open spaces, the frontier, 
the natural resources, the protection and isolation by two oceans; and, 
on the other side of the Atlantic, the legacy of feudalism, absolutism, 
and guild restrictions, the narrow national frontiers, the overlapping 
century-old hostilities among populations, the cultural diversity, the 
scarcity and maldistribution of good land and many other resources, 
the assets and liabilities of colonialism, and so forth. 

The eastward spread of capitalist business from England occurred 
in most countries under vigorous encouragement by the governments 
and heavy protection by private restrictive arrangements. Power, pres- 
tige, and emulation were important factors in the international location of 
industries.** This whole process, however, was impeded, not only by 
institutional barriers such as national frontiers and governments, but 
by a diversity in cultural values which made “business” at Palermo or 
Bucharest a very different proposition from “business” at Rotterdam or 
Coventry. At the same time, the disintegration of feudal institutions 
was seldom accompanied by an equally thorough discarding of the 
feudal mentality. The depth of the psychological cleavages between 
classes in Europe can in some degree be explained as an adaptation of 
the predatory and oppressive features of feudalism to the new capitalist 
institutions—an adaptation far beyond the purely economic require- 
ments of the upper class, especially after the initial phase of capital 
accumulation was over. This applies particularly to certain antilabor 
practices that persist even if they impair productivity and profits. 

The exploitive features of capitalism thus stood out nearly every- 
where in Europe. These features occurred in varying degrees, of course, 
though they were generally worse in eastern and southern areas. 
European capitalism managed to arouse widespread hostility toward 
its social order—a hostility that admittedly varied, in quality and 
intensity, from country to country and, to some extent, from one social 
group to another, In the United States, on the other hand, the connota- 
tion given to the concept of capitalist business by the great majority of 
all social groups remained affirmative. This means that in Europe 
business has long been conducted in a far more defensive and in- 
secure atmosphere than it has in America, though American capitalism 
has not been completely free from such insecurity as will be shown 
later. 

These variations in background and atmosphere are bound to result 
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in attitudinal and motivational variations of great significance. Like- 
wise, differences in the basic aims of business help to explain the 
difficulties in establishing economic co-operation among European 
nations. Such differences also help to explain the impatience of Ameri- 
can businessmen with the failure of their European colleagues to create 
one big market based on high standards of productivity and consumer 
service, even at some sacrifice of workmanship—in short, their failure 
to remake Europe promptly in the image of either the real America or 
an idealized one. 

In France, for example, a very large sector of business is characterized 
by family connections. Typically, the maison represents the material 
basis for the prestige and status of the family. Conversely, the maison 
depends on the financial capacity and credit rating of the family and, 
therefore, has little desire to grow. It is an enterprise for limited ob- 
jectives. The desire for family protection really underlies the stubborn 
clinging to governmental protection of business; competition and big- 
ness have an immoral connotation. Moreover, French firms have to deal 
with extremely individualistic customers. American business concepts 
may be objectively superior to the French, but many of them would 
be completely lost on a population and business community with such 
different values. 

Such considerations apply in an even greater degree to the business 
concepts of large areas of eastern Asia, Latin America, and the Arab 
world. To many of them may be applied what Fortune magazine said 
about the European businessman: “Inwardly he knows of only one 
justification for being in business at all, namely, to get out of it—by 
accumulating as fast and as decisively as possible the sort of wealth that 
establishes status.” 1° In America, being a businessman—or, at least, 
being a successful one—means status. In England it used to up toa 
certain point. In most other countries being wealthy (or else being in 
the government, in the aristocracy, or in the sciences and arts) may 
mean status, but business as such seldom does. Conversely politics, 
civil service, teaching, and the armed services in peacetime have tra- 
ditionally meant low status in America. Typically only those who had 
too little initiative or ability to succeed in business were expected to go 
into these activities, although some changes in this attitude appear to 
have occurred in recent years. 

Some of the things that have often been said about the “genuine” 
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capitalism in North America as compared with the restrictive pseudo- 
capitalism in Europe and other parts of the world undoubtedly represent 
rationalizations, if not advertising stunts. The sixty years of uphill 
struggle to enforce American antitrust laws, the existence of price fixing 
and price leadership in American business, the socially protective func- 
tion which some restrictive policies—both governmental and private— 
have had in wartorn Europe and in newly industrialized countries, all 
these facts should be considered in any criticism of the European busi- 
ness mentality from the American point of view. Few people will deny 
that business in America does not always live up to its official principles 
of competitiveness, service, and productivity. 

Yet the difference is genuine. The fact that social mobility and, with 
it, economic opportunity are so much greater in America than in Europe 
admittedly has two sides: the self-assertion and the insecurity of the 
parvenu characterize the analogy in economic reality to the Horatio 
Alger story. The typical atmosphere in which the motivation of the 
American businessman originates is thus fundamentally different from 
the motivational setting of business in most other parts of the world, 
and research findings about the factors that make the American busi- 
nessman tick are not necessarily applicable to his confreres abroad—or 
vice versa. 


Who Is the Businessman? 


But who exactly is “the businessman” in America? In order to avoid 
misleading generalizations it is necessary to distinguish carefully among 
the various types of economic activities that are summarized in the 
term business. It must be assumed as possible, at least, that the motiva- 
tions and behavior patterns vary considerably according to the com- 
pany setting, type of activity, and position of the individual concerned. 

The total number of operating business firms in the continental 
United States in 1952 averaged 4,043,500, over a million more than in 
1944 when it was 3,022,200. Of the 1952 total, the distribution of firms 
was as follows: mining and quarrying 34,000; contract construction 396,- 
000; manufacturing 304,000; transportation, communication, and public 
utilities 215,000; wholesale trade 211,000; retail trade 1,663,000; finance, 
insurance, and real estate 357,000; service industries 863,000. The 
annual rates of entrance and discontinuance have hovered in recent 
years around 9 per cent.‘7 In other words, the greatest numbers of 
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business units, largely small ones, exist in retailing, the service trades, 
and construction; and the annual turnover rate represents close to one 
firm in ten for the business community as a whole. Within this figure, 
there must be a constant coming and going on the level of small 
independent proprietors along with relative stability among large cor- 
porations; but there must also be a sizable turnover of managing 
business personnel in the corporations, which, of course, does not show 
up in these figures. In short, an unknown but sizable proportion of per- 
sons usually classified as businessmen does business in a changing or 
unstable setting, and the dividing line between businessmen and other 
people is not a rigid one. 

This is also true for other reasons. There is wide agreement on the 
owner-manager as representative of the classic type of businessman, 
though far too little is known on the exact relationship between the 
consumer role and the business role in unincorporated or family-type 
enterprises. It is also pretty generally accepted that the top executives 
of a corporation should be included in the concept of businessman. 
There is less certainty concerning members of a board of directors, 
and considerable doubt concerning divisional or departmental man- 
agers, supervisors, and, especially, farmers. There is clearly some ele- 
ment of business activity in the functions of all these groups, but 
additional factors enter the picture in each case, such as the close 
family link of farming and, for that matter, of some types of urban 
small business. American farmers, in particular, differ significantly from 
European or Asiatic peasants. For the latter, land represents status, 
security, and native culture in an incomparably stronger degree than 
for the former. The peasants’ identification with business activity is 
weak; often there is a feeling that peasants are the mainstay of social 
and economic life while other people are more or less parasitic. 

It is quite possible, we repeat, that the various groups that are 
partly or wholly associated with business are motivated differently in 
their market behavior, which thus cannot be expected to be standard- 
ized. Such qualifications apply in an even greater degree to various 
fringe groups. One of these groups consists of members of the profession 
—lawyers, physicians, accountants, consulting engineers. Although 
professions are largely thought of here as special ways to do business 
for profit (much more definitely so in the United States than in 
Europe), some special codes and motive patterns obtain. Another such 
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group consists of parttime businessmen: workers or teachers who utilize 
their leisure time to do business as mechanics, electricians, carpenters, 
farmers, motel owners, or salesmen. Even greater qualifications apply 
to such quasi-business activities as the management of co-operatives, 
some types of business unionism, and the management of autonomous 
government enterprises. 

Last but not least is the stockholder. If he holds a purely inactive 
ownership interest in a corporation, is he a businessman in a sense or 
not? If so, at what level or proportion of stock ownership does this role 
begin? A study by the Brookings Institution ** came to the conclusion 
that in 1951 there were 6,490,000 individuals belonging to 4,750,000 
family spending units who owned shares in publicly available stocks. 
Approximately one of every sixteen adult persons owned shares in one 
or more stock issues, and there were one or more share owners in one- 
tenth of all families. In addition, owners of privately held issues were 
estimated at 3,000,000 in 2,300,000 families. The 6,490,000 owning pub- 
lic stocks accounted for 80,300,000 shareholdings, which means that the 
average stockholder held shares in four or five companies. Men slightly 
outnumbered women and tended to have larger holdings. The propor- 
tion of shareholders in the various age groups rose with age up to 
sixty years. Educational and income levels were related to the incidence 
of share ownership. Some 76 per cent of all shareholders belonged to 
family units earning less than $10,000 a year, but this proportion does 
not, of course, express the relative importance of their holdings as com- 
pared to the large holdings in the upper income groups despite the 
latter’s small share in the total population. 

Finally, the proportion of share ownership was highest among 
administrative executives (45 per cent) and operating supervisory 
officials (19 per cent); but this also means that even among managerial 
personnel the majority did not own stocks. Among the professed motives 
for the acquisition of stocks, desire for profit-value appreciation ranked 
first (28 per cent); income from dividend yield followed with 22 per 
cent; 20 per cent had inherited their stocks or acquired them as a gift, 
and 10 per cent had just followed the advice of their brokers or attor- 
neys. 

These figures would seem to imply a warning against uncritical iden- 
tification of stock ownership as such with activity in business. Another 
possible approach to circumscribing business is a look at personal 
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characteristics of the business population. Data from the Survey of 
Consumer Finances indicate that the proportion of business owners in 
the age groups from 35 to 64 years is about one-tenth, and that it is 
lower in other groups. These data also indicate a certain correlation 
between business ownership and high income groups, but even so the 
majority of persons in the high-income brackets did not own or co-own 
business. As an economic group businessmen, both self-employed and 
managerial, are certainly better off than other groups, but this ad- 
vantage has been somewhat reduced by postwar developments. There 
are indications of considerable differences between the self-employed 
and managerial groups in evaluating individual financial situation and 
income outlook. 

Evidently the concept of business includes activities and units of a 
widely varying character, which all meet on the market in different 
positions and with different driving forces, “The firm” thus means a 
varying pattern or combination of interpersonal relations—among its 
personnel as well as between the latter and the suppliers, customers, 
and competitors. The internal structure of the firm represents an end- 
less variety of patterns of hierarchy, delegation, responsibility, author- 
ity, control, communication, organization, specialization, “channels,” 
bureaucracy, with all their advantages and drawbacks. From another 
angle, it also represents a varying combination of sociocultural and 
personal processes, in which dominance, dependence, role expectations, 
isolation, anxiety, status rivalry, co-operation, various processes for 
handling stress (including the picking of scapegoats), and change 
mechanisms are especially important. These processes have been rather 
widely explored and need only be mentioned here.® 

Historical developments have diversified the firm in the sense that 
many business units are still carried on with the same setup and 
motivation that prevailed in past decades or centuries, while others 
have established entirely new forms of organization and motivation 
alike. Generally speaking, there has been a tremendous growth of 
“organization” in business no less than in political or social life. This 
organizational growth has tended to meet certain emotional needs 
(for example, some of those for security and self-assertion, respectively ) 
while creating some new ones, such as those arising from conflicts of 
loyalties or from the impersonal character of big organizations. This 
process has also tended to diversify and complicate some important 
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areas of business decision making, such as decisions whether or not to 
start or expand an enterprise; to reduce or discontinue it; to let personal 
or family factors overrule purely financial considerations in running a 
business; to emphasize liquidity and self-financing; to keep adjusting 
the technological and managerial organization of the firm; to run labor 
relations in an authoritarian way; to adopt novel pricing, production, 
and marketing policies; to emphasize nonprice factors; and so forth.*® 
The complexity of such decision making and the diversity of decision 
patterns according to the type of firm and management have been 
almost steadily increasing. 

The effects of historical changes in the pattern of competition have 
been similar. It has been pointed out already that the structure of 
American business ranges all the way from the one-man store to the 
“private socialism” of giant corporations. We need not be concerned 
here with the moot question whether big business is getting bigger all 
the time or whether it just remains about as big as it grew to be some 
time in the past. The interesting thing is that the business community 
today appears to be characterized by a peculiar dichotomy of solidarity 
and conflict at the same time. A recent investigation of what little 
business thinks of big business came to the conclusion that there is a 
“plain inference that all the ‘haves’ are the greedy, while all the ‘have- 
nots’ are good people. . . . The mere fact of a businessman's success 
makes him liable to suspicion.” * 

These limits of identification within the business community em- 
phasize the motivational innovations which the rise of the big corpora- 
tion has brought into economic life. The old-time small enterprise shows 
none of the complexity of a corporate structure in which business may 
be done, in one way or another, by the board of directors or, at least, 
its chairman; the stockholders; organized interests such as customers, 
suppliers, consultants, underwriters and lenders, labor, and govern- 
ment agencies to the extent that they influence the conduct of business 
in the company; and, last but not least, the executive management from 
the president down through an elaborate hierarchy to the level of the 
supervisor if not the foreman. 

Executive management has increasingly come to represent a pro- 
fessionalized leadership group. Initiative plus capital resources or 
credit rating suffices less and less to start or run a big enterprise; the 
expert with administrative, technological, or financial training (or 
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some combination of these qualities) is taking over. The differences 
in personality and background between the first, second, and third 
generation of corporation presidents in some of the great automobile 
companies illustrate this change. 

The attitude of a hired executive toward the corporation is likely to 
differ in quality from that of a business owner toward “his” firm. The 
financial incentives involved are, on the whole, expressed in terms of 
salary and perhaps bonus, not in terms of profit. The nonfinancial in- 
centives include such elements as power, prestige, emulation, creative 
urge, group identification and loyalty, security needs, and service, in 
degrees or combinations which differ from those that prevail among 
the older business types, 


Personal ambitions become transmuted into a powerful desire to serve the 
business enterprise itself as an independent and living entity. . . . The 
owner-enterpriser may be more willing to gamble his own money than the 
chief executive of a great corporation may be to jeopardize the financial em- 
pire of which he is trustee. The goal of business leadership is still profit- 
making but not profit-receiving.?? 


There are some indications that executive management tends to be 
less daring and more cautious in its business policy than were the great 
individual enterprisers of the past, and that it is also characterized 
by greater conservatism in its social and political attitudes than the 
owner-manager group, but these indications remain to be tested. Cer- 
tainly the growing influence of the executive group in the councils of 
business organizations has been accompanied by such effects, In other 
words, the new business leadership is apparently both more expert 
and more conservative than the older one. Internally, executives often 
feel under pressure to justify continuously their presence and function 
in the company while the business-owner can adopt a self-purpose 
attitude toward his company: L’état, c'est moi! 

At the same time, the sense of belonging to a great organization may 
lead executives to identification processes that are absent in older-type 
enterprises for anyone but the owner. The impact of such processes 
can be recognized without subscribing to the extreme formulation of a 
Freudian writer who claims that “the corporation is like a vast pre- 
genital mother who gives her brood security and nourishment, but who 
loves the eldest and strongest (the top executives) best, since she gives 
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them the most.” ** Such identification is made more complex by the 
fluidity of the demarcation line between executive management and 
labor, which is best expressed in the long-time argument about the role 
of the foreman but which also applies to other groups of experts.” 

Actually “the decay of entrepreneurial faculties,” which Alfred 
Marshall deplored long ago as a result of the growth of firms,” largely 
represents the emergence of a new motivational structure, for better or 
worse, along with a wide survival of the old one within the same 
national economy. It is true that some of the big corporate enterprises 
have grown out of the ranks of small family units (Henry Ford could 
be cited as an example), but this is by no means the general rule, 
especially in recent years. Certainly the supply of large corporations is 
relatively inelastic compared with that of owner-manager units. Thus 
far, at any rate, we have been facing a mixed structure of private busi- 
ness types ranging all the way from the grocer at the corner to General 
Motors. With it goes a mixed motivational structure in which big cor- 
porations and the new system of executive management occupy an 
extremely important and leading role, 

The communication problems, working pressures, and hierarchic 
self-assertion patterns of the new managerial type have been widely 
discussed. Oswald W. Knauth claims that we face an actual change 
from free to managerial enterprise, the latter being “a system of pro- 
duction and distribution, unified by policies and controlled by man- 
agers, whose main idea is to administer the business that concerns them 
in the interest of continuity. . . . What has hitherto been deemed 
eminently proper and ethical now subjects them to unexpected criticism 
and opprobrium.” Continuity of both demand and operation has now 
become by far the main driving force of business management. 
Johannes Alasco, on the other hand, sees managerial enterprise too on 
its way out and believes that the newest type of private enterprise is 
based on immaterial, intellectual assets. 

Regardless of whether or not one wishes to accept any of these 
theories, the recent development of corporate business and its executive 
management, along with a wide survival of older business forms and 
mentalities, requires a restatement of the entire question (which was 
raised in the Introduction under 1) of effective personal reasons for 
doing business. 
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Why People Want to Do Business 


The traditional answer to the question why people want to do busi- 
ness (whenever any such question was raised) has, of course, been 
profit. This answer, needless to say, continues to receive much credit 
today. But a good many people begin to feel that it really is not much 
of an answer. This is true even if we disregard, for the purpose of this 
discussion, the basic conceptual differences between the meanings of 
profit in economic theory, in accounting, and in business practice. 
Strictly speaking though, a distinction should be drawn among profit 
goals as a guide for policy decisions, profit measurement from account- 
ing data, and profits as a control device in a complex business structure. 

The purpose of managerial activity today, insofar as it concerns cor- 
porations, clearly is no longer to assure profit for the managers except 
possibly in the indirect and almost incidental sense of bonuses. The 
corporation executive is in business in order to make profit all right, 
but not for himself. Moreover, even the profit drive of the corporation 
as a whole is sometimes neglected over considerable periods in the 
interest of its continuity, security, or standing, for the corporation is 
assumed to outlive any of its executives and, indeed, to be potentially 
permanent. 

Both the owner-manager and the corporate executive are now widely 
assumed to pursue profit—to the extent that they do so in their actual 
behavior—not as a self-purpose (that is, in order to keep increasing the 
living standards and reserve funds of their families) but as a symbol 
of other goals, at least after reaching a rather moderate level of income 
and assets. Ever since Thorstein Veblen there has been frequent dis- 
cussion of the real motives behind profit, a discussion which has now 
become rather common in business literature, too. To quote one ex- 
ample, Fortune magazine some years back arrived at the conclusion that 


money is no longer a prime incentive in getting a good day's work out of the 
boss, . . . What is happening today is that the bosses of business (i.e., those 
high-class hired hands like presidents, vice-presidents, treasurers, and di- 
vision heads) are in the confused process of discovering for themselves what 
the experimental psychologists and a number of sages have known for a long 
time: money isn’t everything. . . . The executive is now more of a trapped 
man than a free one. He is trapped by a sense of duty to his job and loyalty 
to his associates. But he is also trapped by his own feelings of insecurity, for 
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curiously enough he is one of the most vulnerable of the beasts in the corpo- 
rate Z00. 


What he really wants these days along with his employees, Fortune 
concludes on the basis of surveys by Elmo Roper, is security, and he 
believes that it is to be had out of the following ingredients: 


1. recognition of achievement, 2. dignity of position, 3. autonomy of manage- 
ment, 4. rewards paid in leisure. Nothing is said here about money at all.** 


It is uncertain whether the competitive profit drive of business 
enterprise ever expressed a gambling impulse chiefly, as has been 
asserted; and gambling, for that matter, usually represents also an 
urge for excitement or self-assertion, rather than merely a desperate 
attempt to make money.”* At any rate, if any such impulse existed, it 
has been outpaced in our contemporary economy by other motives. It 
would be foolish, we repeat, to deny the potency of profit orientation, 
especially in owner management, as the first line of incentive on the 
conscious level. Evidence, however, has been increasing that profit, for 
an individual or for a company, is actually sought for two interrelated 
reasons: first, as an intervening or indirect expression of the various 
forms of personal assertion, such as prestige, power, and status; and, 
second, as a path to expected financial security, which, in turn, often 
symbolizes personal security. In other words, if the needs of the per- 
sons concerned for status and security were taken care of in some other 
way, much of the supposed profit drive would promptly disappear once 
a certain minimum level of income and assets had been reached. 

Both friends and foes of private business have often overrated or 
misinterpreted this role of profit maximization. “Both apologists and 
critics of capitalism have assumed the political genius of the business- 
man, A Marxist or perhaps pseudo-Marxist myth, indeed, glorifies the 
capitalist with particular assiduity, portraying a demonic figure of in- 
finite calculation and ruthlessness, committed to the pitiless destruction 
of every obstacle to the maximization of profits.” 29 Veblen, on the other 
hand, discerned some “sentimental factors in business” but regarded 
them as aberrations which no enterprise could afford very long, and 
which in any case were unlikely to happen among industry captains 
of the first class." What is pictured in one camp as the mortal sin of the 
businessman is considered his great historic contribution in the other; 
but although some examples of reckless profit drive and, indeed, the 
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spirit of a whole period could be quoted from history in support of such 
theories, any generalization or uncritical application of these cases to 
our own period would be unrealistic. 

Why then do people go into business and what do they expect from 
it? To begin with, for some of those who went into business—either as 
owner-managers or as executives—this was not a decision of their own 
volition. Sometimes the decision was largely made for them by parents 
or circumstances; an unemployed person, for example, may see no 
other way out but to start a business of his own with his last savings or 
on credit, although he would much prefer to be employed by someone 
else. Even in these cases, it is true, personality factors enter into the 
picture: any number of young men and women did not let their 
parents or anyone else make the occupational decision for them, and 
many an unemployed would never think of starting a business of his 
own under any circumstances. 

If we count out for the purpose of this discussion, however, all those 
whose decision to enter business was not entirely their own, the under- 
lying motives of persons who enter into it and stay in it (largely sym- 
bolized by a profit urge) might be summarized as follows: status de- 
sires including considerations of power, prestige, and emulation; per- 
sonal assertion in a more direct sense including creative urge and 
security needs; group identification, loyalty, and service. Generally 
speaking, personal success in business appears to be of far greater im- 
portance to the executive group than profit as such. The only people 
who are directly and chiefly motivated by profit expectation are the 
stockholders. For them profit is ordinarily neither a measure of per- 
sonal self-assertion nor one of group cohesion and usefulness in any 
considerable degree. It is true that management endeavors to organize 
shareholders into a well-knit body of opinion and policy as indicated 
by corporation letters and publicity materials, 

At any rate, the widespread and quasi-official assumption among 
businessmen that it is profit that really makes themselves and the na- 
tional economy tick need not be taken at its face value. The very emo- 
tion that, in North America, is often attached to the profit concept and, 
with it, to the idea of free enterprise is suggestive of more powerful 
driving forces that such concepts conceal. “It need not be assumed 
that businessmen are able to interpret their own actions,” to quote from 
a recent discussion of the quality of economic observations. In 
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particular, corporate business policy can only be understood in terms 
of identification on the part of executives with “the company,” rather 
than with the stockholders. Success of the company—its solvency, its 
profitability and, especially, its expansion almost for its own sake— 
becomes a measure of the success of its management. “Fear of loss, not 
profit, dominates the business complex,” according to Chester I. Barnard, 
former president of the Rockefeller Foundation and of the New Jersey 
Bell Telephone Company, who also contributes the following con- 
clusion from his long business experience: 


My observation in several different well-managed businesses convinces me 
that business decisions are constantly being made that are not based upon 
economic motives. This is something that businessmen seldom admit, and 
of which they are frequently unaware. Prestige, competitive reputation, social 
philosophy, social standing, philanthropic interests, combativeness, love of © 
intrigue, dislike of friction, technical interest, Napoleonic dreams, love of 
accomplishing useful things, desire for regard of employees, love of pub- 
licity, fear of publicity—a long catalogue of non-economic motives actually 
condition the management of business and nothing but the balance sheet keeps 
these non-economic motives from running wild.* 


Others, however, have attempted to formulate a related proposition 
in terms of a profit orientation of companies, which is claimed to be 
quite independent from the very different motives of the individuals 
who run them. It is argued that corporations are profit-guided even 
if individuals are not and that this improves the case for corporations as 
the most rational form of business.** But even assuming strong identifi- 
cation of managers with the company, do individuals necessarily be- 
have more “rationally” in an executive role than they do in other 
situations? Does the organizational setup of a corporation always pro- 
vide strong mutual checks against nonrational behavior, however de- 
fined specifically; or might it not bring in new emotional elements, such 
as status fights within the corporate hierarchy or intracompany rivalry 
among departments, with strong group identifications? On the other 
hand, while identification either with a department or with the com- 
pany as such may be strong ata given moment, such group membership 
is voluntary on the whole and may sometime be exchanged for another. 

In general, can we really take it for granted that business corpora- 
tions do not keep their wheels running unless it is for profit, even while 
Owner-managed companies next door may undergo distracting non- 
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profit influences? In a recent interview, Henry Ford II pointed out that 
turning over 95 per cent of the nonvoting stock of the Ford Motor 
Company to the Ford Foundation had not brought any change in 
incentives either for him or for his executive staff, “I don’t think we 
ever consider that we are working directly for the Foundation. We 
consider we are working against our competition in the industry. . . . 
There isn’t a great deal of difference, I suppose, in the fact that we work 
90 percent for an institution and somebody else works for a million 
or two stockholders.” * * 

What such evidence boils down to is this: companies, in the last 
analysis, are run by individuals, and individuals cannot and do not 
change their personality completely even when they join other func- 
tionally related individuals in an executive group after 9:00 a.m. Only 
during a short period of Western economic history, when profit making 
dominated the thinking and emotions of some individuals day and 
night, was the conduct of firms sometimes guided by profit expectations 
of a direct, short-run type on the part of the owner-manager; profit 
making was then almost uninhibited by public restrictions, but this 
fact did not necessarily make for realism in those expectations. 

In the modern large corporation, an interesting dichotomy takes 
place. On the one hand, company profit becomes a matter of quasi- 
scientific calculation which occupies the executive during office hours 
in a professional way as a functional assignment for which he is paid 
a salary; on the other hand, this same company profit tends to lose for 
him all personal meaning and involvement but one—as an indirect 
yardstick of personal performance, assertion, and group status, Even 
in this capacity it is often displaced by the yardsticks of production and 
sales volume in comparison with other companies during prosperous 
times, and by the yardstick of successful entrenchment and survival in 
times of crisis.’ The reactions of consumers, employees, and stock- 
holders have also increased in their importance as a standard of com- 
pany success, and the special goals and yardsticks of company depart- 
ments have come to provide intervening measures of success and satis- 
faction. Sometimes, of course, it is not easy to draw the exact line 
between advertising devices, rationalizations, and genuine standards of 
production, consumer satisfaction, and public service." 


_ ° Reprinted from copyrighted material in the U.S. News and World Report, an 
independent weekly news magazine published at Washington. 
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It is interesting to note that in the judgment of some anthropologists 
this whole mechanism and symbolism of material success in our 
present-day economy, while unique in some respects, has certain 
parallels in other forms of society. “Most societies have a dual economy, 
one for the satisfaction of material needs, and one that is directed 
toward satisfying the desire for prestige. The prestige economy can only 
operate where the mechanisms of production provide more than is 
needed for the fulfillment of the requirements of living.” 37 

The distinguishing trait of our economy appears to lie in a degree of 
productive power that has removed to the background the physical 
problem of satisfying the basic material needs; our economic arrange- 
ments have thus opened up competition for social status as symbolized 
by further material success, To put it in another way, material success 
has been rationalized into social values. In the judgment of a British 
student of American ways, “what the American admires in wealth is 
achievement, success in a game in which all are playing and whose rules 
are reasonably fair. . . . Americans admire their rich for the energies 
that made them rich.” ** In a somewhat similar vein, the Lynds wrote 
twenty-five years ago, “This whole complexity of doing day after day 
fortuitously assigned things, chiefly at the behest of other people, has 
in the main to be strained through a pecuniary sieve before it assumes 
vital meaning.” * 

All this, however, is undoubtedly far more true of some people than 
of others. Is it then emphatic ability and urge to translate personal 
needs into money standards that make for success in business? Or what 
other factors of personality, if any in particular, are conducive to the 


entry of an individual into business followed by successful performance 
in it? 


Personality and Business Success 

It is, of course, quite possible to assert that initially, at least, people 
get into business activities by accident, as one way among many to 
provide the necessities of life for themselves and their families, or by 
some sort of external circumstance such as economic pressure without 
any other way out. This assertion implies that business as a social group 
represents a cross section of nearly all the conceivable types of per- 
sonality. In the absence of any conclusive sampling of the group of 
persons concerned, it is impossible to disprove this assumption or to 
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prove the opposite one. In the light of modern personality theory, how- 
ever, any such cross-section hypothesis would seem rather improbable 
and deficient. 

The next question then is whether we should assume certain innate 
or inherited qualities that make a person go into business and succeed. 
Sombart appears to assume such an effect of Veranlagung, a capitalist 
disposition which varies in incidence from nation to nation (Bour- 
geoisnaturen). Similarly Taussig and Joslyn, unimpressed by their own 
finding in the early thirties that “the proportion of respondents having 
fathers who were businessmen of one kind or another (owners or 
executives ) is no less than 56,7 percent” concluded that business showed 
no strong tendency toward castelike inbreeding as no specific positions 
were handed down typically from father to son, and that fundamental 
inequality of native endowment, rather than privilege, accounted for 
the fact that 10 per cent of the population produced 70 per cent of 
business Jeaders.*° 

Such theories, however, look rather outmoded in the light of recent 
personality theory. To begin with, personality formation is now in large 
part attributed to developmental factors, especially family influences 
during early childhood, which affect, in particular, the future level of 
aspiration. Further, in order to be illuminating any explanation of 
successful business personalities would have to consider the total pic- 
ture of the personality structure concerned, 


No potential capacity or trait of an individual operates in isolation. They func- 
tion in interaction with the environment (physical and cultural) during the 
process of the individual's strivings to adapt himself successfully to the life 
conditions around him, Under the specific requirements of his environment, 
certain of his capacities and traits are sharpened to the fullest, certain others 
are barely called on to function, still others remain untapped.‘ 


If we assume that the decisive standards in evaluating a personality 
are supplied, not by behavioral but by character traits, Erich Fromm’s 
categories would seem to be of considerable help in this discussion. He 
sees the fundamental basis of character in the specific ways in which a 
person relates himself to the world in the process of living—first, by 
acquiring and assimilating things and, second, by relating himself to 
people (and himself). On this basis, productive orientations in the 
broadest sense are differentiated from nonproductive ones. The latter 


Motivation of Business Activity 25 


include the purely receptive, the exploitative, the hoarding, and the 
marketing orientations, This last concept implicitly includes putting 
your own personality on sale too. The productive orientations, on the 
other hand, are characterized by a man’s ability to realize the poten- 
tialities that are inherent in him and to be guided by responsibility and 
reason as distinguished from mere intelligence.** 

Even if these categories, or some of them, should not be considered 
completely distinctive, they would seem to have wide applications to 
the relation between personality traits and business success. According 
to the specific phase of capitalist development, different requirements 
or opportunities for an exploitative, hoarding, marketing, or productive 
character come to the fore in each country and period. These psycho- 
logical categories are not identical with strictly economic ones; they 
overlap them. Roughly speaking, however, the period of initial accumu- 
lation offers great opportunities to a combination of exploitative and 
hoarding traits; the period of commercial capitalism supplies a wide 
field for the marketing personality; and the rise of industrialism offers 
new opportunities for some kinds of productive orientation. In our own 
period, with its greatly developed mechanisms of finance, capital for- 
mation, marketing, and production, there is room, in varying and 
constantly changing degrees, for several of these character types. 

The incidence of these various types in a given period is, however, 
not purely accidental. In some degree the cultural, institutional, and 
motivational setting of a given society fosters the appearance of specific 
personality types. Sometimes the incidence of specific personality types 
that a society helps to create may be out of tune with its personality re- 
quirements; for example, the frequency of exploitative characters may 
be in excess of the objective opportunities offered to them. In any such 
case the society concerned is likely to incur serious trouble sooner or 
later. 

To come back to the more specific problem of business personality in 
our period, the requirements have been changing with the institutional 
setup and have also become more diversified historically than they 
used to be. In earlier stages of capitalism unqualified optimism, as a 
general attitude, was necessary in order to induce a person to enter 
venturesome enterprises; and almost any enterprise was venturesome 
at first. Today a flexible attitude that emphasizes optimism at some 
times and pessimism at others is of far greater economic promise. Under 
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early capitalism an authoritarian disposition was required in order 
effectively to run a shop with illiterate semislaves; today a democratic, 
conciliatory, or matter-of-fact character is often far more conducive to 
success. Similarly, the thrifty type was favored at one time, the easy- 
spending type at another, and today a flexible attitude toward saving 
and investment may promise the best results. Incidentally, it is up to 
the orthodox Freudians to express related personality problems in terms 
of oral and anal types if they wish; certainly, however, the opinion I 
have heard expressed that capitalist business breeds or, at least, re- 
wards narcissism is a gross overstatement in the absence of many 
historical and other qualifications. 

The American economy today, we repeat, offers varying opportunities 
to more than one personality type. Since conclusive data are lacking 
thus far, we can only raise the question whether new business fields 
such as electronics tend to attract persons with high-aspiration ten- 
sions and the restless initiative that goes with them; on the other hand, 
railroads, banks, and established family businesses of all kinds may lure 
the conservative, low-aspiration, or conformist types to the extent that 
somebody (or something) has pushed them into business activities in 
general. Some kinds of positions in corporate management hold special 
attractions or rewards for people with organizational gifts and interests. 
Still other business roles attract or reward independence, ambition, 
capacity for adjustment or adaptation, keen time perception, calcula- 
tion and combination gifts, consistency, capacity for planning or 
decision making, or else conformity and routine. In many cases, the rela- 
tion between the type of activity or position and the degree of authoritar- 
ian attitude would be very illuminating to explore, What really matters 
today, at any rate, is not so much who goes into business in general but 
what kind of business he goes into, what role he assumes or achieves, and 
how he carries it out, 

More particularly, the exact meaning of business success in our society 
needs some further discussion, Assuming that business success is char- 
acterized by some combination of large income and high-ranking 
position or status, allowance must, of course, be made for external cir- 
cumstances that may have had a causative or, at least, a conditioning 
effect upon it. We do not mean the famous “accidents” or “luck” which 
some people deem so decisive in personal achievement. Accidents are 
not lucky unless the personality concerned lends itself to the best use 


Motivation of Business Activity 27 


of opportunities offered. Even so, such objective conditions as business 
cycles, wars, or natural events obviously are of great importance; in a 
prolonged, structural depression, for example, chances for successful 
innovations are very slim no matter how much ingenuity and initiative 
a person shows. Further, the degree of appreciation that ingenuity and 
initiative receive varies greatly according to the culture and institutions 
concerned. The fellow who wants to introduce sweeping innovations 
—no matter how useful from any “objective” point of view—in an 
essentially conservative society will fail disastrously. So will a man who 
is driven by a reckless urge for self-assertion which was socially re- 
warded yesterday but no longer is today. 

If allowance is made for such qualifications, a variety of personality 
types, though by no means a cross section, appears to be conducive to 
business success in our period whenever the personality concerned is 
channeled into the right type of business activity.‘* On the level of cor- 
porate management, it appears that an organized, rather than a reckless, 
drive for self-assertion, in combination with rather compulsive work at- 
titudes and work concentration, has led to success in many cases, though 
this was sometimes achieved at a high cost in terms of personal and 
family happiness. In recent years, there has been a growing demand 
for prolonged executive training, expressed in the statement of a 
student of business administration “You can’t afford to work for money.” 
The standardizing effect of business schools and clubs is likewise 
affecting the personality requirements for a successful business career. 

Family influences in shaping the choice and management of a 
business career on the part of a given person have been studied in many 
individual cases, but sufficient data for foolproof generalizations appear 
to be lacking. There is clearly an unusual, though often overstated, 
degree of social mobility in American society. The frequent desire of 
parents for their children to be better off than they are is likely to 
have a considerable effect upon the aspiration tensions of children. To 
some extent such parental attitudes reflect either economic instability 
or family ambition for higher status. Depending upon other formative 
factors, they may lead either to objectively unwarranted identification 
of the children with upper classes, along with a frantic desire for 
business success, or else to idle emulation of upper-class habits. Such 
attitudes may sometimes result in an association of outward success 
with a reward from above for being a good boy, or else, where the 
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parental influence is emotionally upsetting, in a nonconscious fear of 
success which may result in business failure. It is an unresolved question 
whether (or in what sense) an individual must have braved full 
socialization during the crucial childhood years in order to qualify for 
success and leadership in business, and perhaps in other spheres of 
social life. 

All this, of course, is not easily compatible with the folklore, à la 
Horatio Alger, of the diligent, smart, thrifty newsboy (almost any such 
newsboy) rising to a corporation presidency. It is precisely this decision 
to be a good boy and the ability to carry it out, which conceal some 
basic factors of personality that are involved. A good many people who 
had made the same decision, or who on the conscious level thought they 
had, failed miserably even when objective economic conditions were 
favorable. There is also considerable evidence of a self-perpetuation 
of business-elite families, not only through a financial push but through 
“inheritance” of aspiration levels.‘* At the same time, the formation of 
families in the business-leadership group—and thus, indirectly, the 
aspiration level of children—have been influenced by the social valua- 
tion given to business success. What the Germans call Linheirat 
(marrying “into”) has been widely practiced not only in their country 
(in the Krupp family, for instance) but in England and in the United 
States. Successful or promising executives may thus hope to be 
“adopted” by patrician business families, though this hope may be 
disappointed in many individual cases, 

An ample supply of life stories of successful businessmen offers a 
wealth of information on this subject—admittedly in a very uneven 
and inconclusive way as the stories represent different periods, oppor- 
tunity situations, and personality requirements, quite aside from 
differences in presentation, So much is certain—the concept of and 
path to business success have greatly changed. Bernard Baruch, the 
philanthropist, at the age of eighty summarized his life experience by 
saying that it is tougher today to make a million than when he was 
twenty. “I think that today a man has to be more exceptional to make 
a fortune. . . . You’ve got to make up your mind what you want to 
do. If you want to make money, you've got to go into the money-making 
business. You can’t make money and do something else, too.” + 

Andrew Carnegie offers another outstanding example of a successful 
businessman who gave much of his money away. Here is some of the 
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explanation in his own words: “When you ask me what business really 
means, I would begin by saying that the root of business must always 
be service to the community. . . . Dollar making is not necessarily 
business.” “A man must get money before he can give it~isn’t that 
self-evident? He must be egoistic before he is altruistic.” Business to 
him personally has been “the means to an end—nothing more.” A 
businessman, Carnegie adds, must have an all-around judgment based 
upon knowledge of many subjects; he must be an excellent judge of 
men, must know how to bring the best out of various characters, must 
have the gift of organization, and must be able to decide promptly and 
wisely. “The dividend which the businessman seeks and receives today 
is not alone in dollars. He receives with the dollars something better— 
a dividend in the shape of satisfaction in being instrumental in carry- 
ing forward to higher stages of development the business which he 
makes his life work.” He defines “the business career as one in which 
there is abundant room for the exercise of man’s highest power and of 
every good quality in human nature. . . . No man ever saw a foolish 
businessman successful. . . . If a young man does not find romance 
in his business it is not the fault of his business, but the fault of the 
young man.” ** Allowing for rationalizations and wishful thinking, these 
are revealing passages regarding the motivation of one of the most 
successful money-makers of all times. 

Pierpont Morgan stood as a symbol of personal power through 
money, economic royalism, reticent aloofness, and perhaps megalo- 
mania, combined with an orderly, tidy mind, a passion for organization 
—he was the great private planner of his period—traditionalism, and a 
conspicuous lack of intellectual interest or understanding. His value 
system emphasized “character,” by which he meant reliability, loyalty, 
and personal responsibility.“ We know little about the influences that 
shaped his personality, but it is unlikely that his traits would have 
been conducive to any comparable success a hundred years earlier or, 
for that matter, fifty years later. 

The literature about Henry Ford fills several library shelves. It 
ranges all the way from slick uncritical glorification to the great-villain 
approach, His famulus, Harry Bennett, pictures him as an entirely 
authoritarian, conceited, touchy, and superstitious person with some 
psychopathic traits; but Bennett’s story is primarily designed to ex- 
culpate its author. The picture of Ford that emerges from the various 
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sources of evidence is very complex and contradictory. A very friendly 
biographer passes this judgment on him and his son Edsel: “The elder 
Ford was an industrial autocrat, the younger a democrat. One was 
gentle and liked people, made friends and held them; the other could 
be as hard as his forgings and distrusted friendship as a general proposi- 
tion. He allowed himself few.” + 

Henry Ford’s autobiography is a very revealing document, which 
rambles over the whole range of human experience and problems and 
offers saintly homespun prescriptions for nearly everything. The record 
of his life shows that, while he lived up to many of the industrial prin- 
ciples he preached, this applied in a far lesser degree to other spheres of 
life. He despised money as the goal of business; it was service that 
mattered. However, “a man ought to be able to live on a scale com- 
mensurate with the service he renders” (p. 11). “Money comes naturally 
as the result of service, And it is absolutely necessary to have money. 
But we do not want to forget that the end of money is not ease but the 
opportunity to perform more service” (p. 13). Such service is to be 
guided by an absence of fear of the future and an absence of veneration 
for the past; a disregard of competition—“Whoever does a thing best 
ought to be the one to do it”; the putting of service before profit; and 
a ban on gambling, speculation, and sharp dealing. 

In shaping his personality, the experience of a country boy in the 
sixties was very important; he felt strongly that “there was too much 
hard hand labor on our own and all other farms of the time” (p. 22). 
From the beginning he preferred tinkering with any kind of machinery 
to becoming a farmer as his father wanted him to. The creative urge in 
a direct, tangible sense was certainly an important trait of his per- 
sonality; he remained full of an empirical, nonintellectual kind of 
curiosity throughout his life. Other traits which his friends, enemies, 
and biographers have often emphasized were daring, ambition, energy, 
capacity to concentrate on one production problem at a time along with 
a dilettante involvement in all sorts of nonindustrial problems, an iron 
will, and last, but not least, a keen sense for the needs and likings of 
consumers in his period. 

His strong authoritarian power-drive was accompanied by a certain 
shyness and awkwardness in social affairs. His rigidly paternal attitude 
toward labor, which led him to a ruthless (and at times quite costly ) 
drive against unions, was part of the same picture. So was his propensity 
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for picking a scapegoat, which affected at different times the Jews, 
the newspapers, Wall Street, the politicians, and various individuals. 
His frequent appeals to folksy simplicity and sentimental tradition- 
alism have a phoney air about them, especially in the light of his own 
life practice. They reflect an attempt to flee from a social reality which 
had brought him much success and yet did not really satisfy him. This 
escapism is confirmed by various eccentric attempts such as the famous 
Peace Ship in 1915. His pacifism did not prevent him from engaging 
in a profitable production of arms, for the popular claim that he had 
renounced all profit on such production was apparently a myth. A deep 
guilt feeling must have disturbed his enjoyment of the new industrial 
civilization that he had helped to create and of his own creative achieve- 
ment and personal success in this process. That basic insecurity also led 
him to surprisingly unrealistic and inconsistent attitudes, of which his 
affinity for criminals was not the least. How could a moral preacher of 
his type reconcile such policies with his principles unless he was 
capable of rationalization in a near-pathological degree? 

The question whether these mental qualities were conducive to out- 
standing business success in the early part of this century or whether 
we are faced with a mere coincidence cannot be decided here. Certainly 
these personality traits did not prevent his success and his becoming 
something of a folk hero. We have noted already the enormous differ- 
ence in personality between Ford and his only child Edsel, whom Henry 
kept subdued all his life. 

In the last two generations of Fords the choice of a business career 
has occurred in a way entirely different from that of Ford, Senior. It 
was, in fact, made by the family setting and the overwhelming authority 
of the founder of the dynasty, neither presumably meeting any great 
resistance. The second and third generations, moreover, grew up in a 
period which no longer encouraged the great individualistic innovator 
with strong elbows and which came to endorse social insurance, labor 
legislation, and public policy designed to cushion economic fluctua- 
tions. Business requirements favor different personality types today 
from those of sixty years ago, and persons who embark on a business 
career simply because they have no other predilections and because the 
family situation seems to point to such a course, are likely to react, be- 
have, and succeed differently from the way in which they would have 
in that earlier period, 
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These few examples of outstanding business careers do not, of 
course, permit any generalizations on the personality factors that are 
involved in achieving business leadership. The examples are merely 
designed to emphasize the differences in the personality traits that are 
required or, at least, tolerated by each phase of business practice, 
institutional framework, and socioeconomic philosophy. In a period of 
increasing demand for expert executive training and streamlined 
efficiency, the whims of great captains of industry or finance, no 
matter how ingenious they may be, appear to promise far more rarely 
“success” in terms of money or status than they did around the turn 
of the century; for at that time America had just undergone its classic 
wave of industrialization and the frontier was just being changed from 
a geographic to an economic concept. 

Although all the opportunities for young Carnegies, Morgans, or 
Fords may not have disappeared today, they have become scarce and 
are subject to greatly increased restraints from public regulation and 
changed mores alike. It is the executive type that now commands the 
greatest market. Its personal traits usually include organizational 
ability and interest; the kind and amount of security needs that make 
for ambition and somewhat compulsive work without involving 
neurotic tension; a propensity to feel and, in a way, to seek pressure 
(for “being busy” is to represent a raison d'être both for the man and for 
his company); recognition of profit as the standard of achievement 
without any great personal drive for profit, all the business energies thus 
being channeled into company profit; conservatism in the sense of 
single-mindedness on the job and of social conformity, but not in a 
technological or administrative sense; ability to make other people work 


effectively, either by persuasion or by genuine authority; the gift to 
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ability of the leadership type, however, is much rarer than many people 
assume, and it is more rarely a result of business activity as such. Most 
people who have achieved an outstanding performance both as business 
leaders and then as government servants or community leaders have 
been persons of high intelligence, integration, and responsibility who 
probably would have done just as well on their various jobs in the 
opposite sequence. This, in fact, has also occurred repeatedly. We are, 
of course, speaking here of genuine personal endowment and not of 
contacts and pulls resulting from an earlier career in a different field.** 
Some variety of such endowment is essential for business success even 
when the objective situation favors such success. 


Creative Urge, Salesmanship, and Personal Needs 


Within the range of personal propensity for business success in gen- 
eral, however, an important distinction should be drawn between basic 
creativeness and salesmanship, which represent different structures and 
needs of personality. Hitler’s famous if demagogic distinction between 
schaffendes und raffendes Kapital (creative versus acquisitive capital ) 
has somewhat discredited the many attempts, both before and after, to 
distinguish among various types of business according to the motiva- 
tional and personality factors involved. Many years ago, when psy- 
chology was dominated by instinct concepts, F. W. Taussig discussed 
an “instinct of contrivance,” a distant relative of Veblen’s instinct of 
workmanship.” The instinct of contrivance was thought to be present 
in everybody, but it was assumed to be developed in an exceptional 
degree in some persons in whom it far outdid any considerations of 
pecuniary success, It was thought of as paralleled by an “instinct of 
construction” that sometimes led to a “building mania.” “The wish for 
additional wealth,” said Taussig, “so far as it appears at all, is a most 
complex psychological phenomenon, the resultant of a number of 
instincts or dispositions, of which the possessor himself is only half 
conscious.” “The business man whose competitor has been ruined will 
subscribe most willingly and liberally for the support and comfort of a 
bankrupt rival.” 

Although we have become quite wary today regarding inborn human 
instincts, there remains the problem of just what personality traits are 
conducive to a person’s going either into the producing and organizing 
end, or into the marketing and financing end, of business activities. 
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Chester I. Barnard claims that the main difference is in the compara- 
tive amount of logical and nonlogical processes required," but this does 
not sound like a full explanation. 

We are more likely to approach the solution if we realize the impact 
of a creative urge in certain types of personality: activity frustrations 
manage to avoid outlets of destructive aggression either toward others 
or toward the self; instead they are channeled into a continuous desire 
to create, thus making up for what is felt (consciously or not) to have 
been missed. Such a creative urge, of course, occurs frequently, but it 
does not always lead to business activities of a productive type. The 
latter channel is used only when the creative urge is accompanied by a 
strong desire for independence in addition to some of the executive 
abilities that were discussed earlier. External influences and cir- 
cumstances, while obviously very important otherwise, need not be 
taken into account for the purpose of this particular discussion." 

The salesman type, on the other hand, appears to be characterized 
by an urge for acceptance, almost regardless of whether he happens to 
peddle suspenders or edifying tracts. An underlying frustration, again 
often below the conscious level, may have fostered a feeling of rejection 
which must be made up continuously by being accepted by people, 
either personally or symbolically through his merchandise. Here again, 
personal needs have been channeled into activities of potential social 
utility (depending on the product offered in relation to genuine con- 
sumer needs and on the organizational effort that goes into such 
marketing) even though they may be nonproductive in a strictly 
physical sense. Failure in selling, with its effect on personal frustration, 
is depicted in Arthur Miller's play Death of a Salesman."* 

In both producing and marketing activities the personal needs of the 
individual may sometimes get into conflict with those of his family— 
a conflict which is manifested in, rather than explained by, a choice 
between the interests of the company and those of the family, especially 
in case of compulsive work at the expense of home life. In our society 
the quest for financial security for one’s family is often justified in 
objective terms; in many cases jobs and incomes are threatened by 
competition and business fluctuations. In other cases, however, such a 
quest may cover up exaggerated aspirations or else a general psychic 
unrest. Complaints have been numerous about the human wear and 
tear from competitive pressure in executive management, the health 
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disturbances involved, and the effects both on industrial efficiency and 
on family life. One observer of business practice claims that he has 
often seen businessmen “make the most wrong moves—based on wrong 
decisions—when they have tried hardest to be rational and logical,” 
and he asks for a six-hour day for executives as a remedy. Another 
one blames for these overwork habits the continued influence of certain 
religious phrases in management—“In the sweat of thy face thou shalt 
eat bread”—along with psychic inability to delegate work or to trust 
people; he claims that “common observation of the business world 
yields a melancholy record of duodenal trouble at forty, of nervous 
breakdown at fifty, of premature senility at sixty.” °* Without attempting 
any undue generalization, we may note the incidence of such state- 
ments in business literature. 

Such personal pressures upon executives have apparently been 
accentuated in recent years by certain company policies and, especially, 
by conformity requirements that reach right into the home of the 
executive unless he is at the very top and perhaps even then. A recent 
study by Fortune magazine of “the wives of management” conveys a 
picture which is uncomfortably reminiscent of George Orwell’s 1984, 
the supertotalitarian integration of the individual into a collective con- 
cept. According to this study, the kind of wife that top management 
wants its executive personnel to have these days is to be, first, highly 
adaptable; second, highly gregarious; and, third, fully cognizant that 
her husband belongs to the corporation. Her conformity with the cor- 
poration has to be of the internalized type, not merely imposed from 
the outside. The children, too, must be integrated into this system: they 
must not “bother” their overworked father. One can only guess what 
effects this may have on their personalities. Wife screening is a regular 
practice with one-half of the companies canvassed by Fortune; and if 
an executive has “outgrown” his wife, he is quite free either to divorce 
her and get one who more nearly meets the specifications or to get out 
of the corporation. Various top executives are quoted as follows, “We 
consider the home an integral part of this corporation. . . . If a man’s 
first interest is his wife and family, more power to him—but we don’t 
want him.” 

We must leave the responsibility for these findings to the magazine 
concerned—which is not likely to be accused by anybody of antibusi- 
ness attitudes—but if this picture is anywhere near the truth, the 
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incidence of nervous strain among this social group must be very con- 
siderable. Some aspects of this problem will be discussed in the follow- 
ing chapter. In a separate study of the New Rich who have made 
their fortunes since the end of the second World War, the same maga- 
zine interestingly finds a tendency to avoid any great change in living 
habits in accordance with gain in income and status and a general 
disposition to continue the previous pattern of home life—not because 
of any profound philosophy of values but as a device to keep the 
confidence of customers and business associates. Even so this new 
attitude sounds like a kind of antidote—if it is of any general signifi- 
cance and if it concerns comparable groups of businessmen, which is 
uncertain.” 

At any rate, business activity and family factors appear far more 
closely interconnected than they were thought to be in the past. These 
indications are further reinforced as soon as we allow for the range of 
paternal attitudes in the business process. 


The Paternal Attitude 


Paternal attitudes in economic relations generally go back to the 
very beginnings of capitalism, and in some respects to much earlier 
phases of society. Some recent forms of such attitudes, however, may 
more definitely represent a displacement of personal functions or needs 
from the home to the shop. To the extent that authority on the job 
simply expresses the inevitable hierarchy of functions in a complex 
enterprise, it can be classified as objective or “rational,” although the 
manner in which it is implemented varies greatly. The moment, how- 
ever, that power for its own sake (or that of hidden personal needs) is 
exerted in shop relations, Lord Acton’s famous and much misused 
statement on the corrupting influence of power, especially absolute 
power, applies no less to industry than to government. 

Such power drives of individuals in key positions may affect any part 
of a corporation structure, not only the ordinary worker but also stock- 
holders and high-ranking executives. One of the most widely quoted 
examples in recent years has been the regime of Sewell Avery as chair- 
man of the board of Montgomery Ward. In the spring of 1950, for ex- 
ample, the newspapers reported that neither the president nor a single 
one of the nine vice-presidents who had been in office at the beginning 
of 1948 were any longer with the company, and that the chairman of one 
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of the largest institutional stockholders in the company had character- 
ized Avery’s managerial methods as dictatorial and had declined to 
vote the 95,000 shares involved." In other cases the stockholders 
willingly recognize the “paternal” superiority of management. In the 
judgment of a writer with long experience in top management, “there 
is a strong tendency to support management blindly. The exception 
is provided by the case of a few professional obstructionists or re- 
formers. . . . The degree of success that management must produce 
to remain in office is surprisingly small”; it enjoys “relative immunity 
to criticism and accountability.” 57 

The main field of paternal attitudes in business, of course, is that of 
personnel relations. Neither the early nor the more recent history can 
be fully understood without realization of the implied intrinsic superi- 
ority of the businessman—especially the owner-manager but also to 
some extent the corporate manager—over those groups of the popula- 
tion which cannot be classified as business. The question, “Have 
you ever met a pay roll?” thus becomes the great yardstick of the 
social contribution of an individual and of his claim to social leader- 
ship. Some laissez-faire diehards are then unpleasantly surprised to 
discover that Adam Smith never met a pay roll while Friedrich Engels 
and Lord Keynes did. 

The concept of business, which on so many other occasions is per- 
ceived as a purely rational process of money-making, often acquires 
missionary (or intolerant) traits and an implied charismatic claim 
when this question of social leadership is at stake. Yet the very essence 
of an economic leadership group, especially one based on the pedestrian 
process of business bargaining, does not easily lend itself to the mainten- 
ance of a charismatic role, particularly in the long run, What Max 
Weber calls die Veralltaeglichung des Charisma (“the routinization or 
profanation of charisma”) *8 constitutes the real weakness of business 
neopaternalism toward other population groups, especially toward 
labor. 

This is not the place to appraise the enormous literature on human 
relations in industry and on the actual competition between manage- 
ment and labor unions for prestige, affection, and identification on the 
part of employees in what so often looks to the superficial observer 
like a clean-cut brutal fight over money. There are good reasons to 
believe that the rejection by labor of a quasi-paternal authority on the 


38 Man, Motives, and Money 


part of management is a powerful emotional factor which has been 
growing in importance. It now challenges the value system and self- 
appraisal of management to such an extent that management has come 
to struggle for recognition of its social role by the unions much as the 
latter had to fight for such recognition throughout most of their history. 

Apparently the paternal attitudes of business are often appreciated 
by the workers in an early phase of capitalism or in other cases where 
the workers come from a rural background with strong family ties. 
This, at least, has been the case in some parts of Europe. Urban in- 
dustrial workers, on the other hand, tend to reject such attitudes with 
growing emphasis. In other words, the sociocultural (and subcultural ) 
scale of values concerned determines the degree of acceptance or re- 
jection of father images in management. 

Specifically, the blame or praise of subordinates in public and, 
conversely, the overt or implied questioning of a superior’s authority or 
competence have tended to arouse strong emotions because of the 
father-child images involved. Apparently this also applies in some 
degree to the managerial functions of foremen and even stewards in 
decisions on “bumping” workers off to a lower-grade job, for example. 
Destructive blame and hollow praise in contrast with the actual per- 
formance or personality concerned both symbolize a power to give and 
a power to withhold. Conversely, suggested improvements may imply 
criticism of the superior authority. “One just does not imply that the 
boss doesn’t know his job. The boss knows all the answers; and if I 
were to make an issue of it, he would think that I wanted his job.: as 

The appearance of strict cost-efficiency-profit logic on the part of 
management along with emotional if not “irrational” attitudes of em- 
ployees is deceptive or it offers, at least, a grossly oversimplified pic- 
ture. To some extent, however, the difference of the two group ap- 
proaches to industrial problems reflects the difference between the value 
system of formal organization and that of informal relations. The 
formal organization was set up for the normative goal of rational logic; 
the informal relations inevitably are full of emotions, often below the 
conscious level. Some case materials on the mutual perception of 
workers and management in their respective roles, with the authority 
factors involved, will be found in the Appendixes I and II. 

To sum up this point, paternal attitudes of business, whether con- 
scious or not, are often connected with a claim for leadership not only 
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within the shop but in society. On the company scale this claim 
potentially concerns the workers, the stockholders, and various business 
contacts including consumers. On the social scale this claim has led 
some groups to aspirations for national leadership by business alone. 
Finally, such leadership claims tend to encourage various kinds of 
rationalizations concerning either competitive practices or those of a 
monopolistic or oligopolistic character. For once the paternal authority 
of business over society has been firmly established in everybody’s 
mind, no longer will it be considered respectable to raise prying ques- 
tions concerning the actual extent and forms of competition in our 
economic life as compared with conventional images of that competi- 
tion. 


Motives of Competition 

The traditional conception of competition assumes that a general 
drive for profit and wealth makes each individual or firm attempt to 
undersell the others in order to capture the largest possible proportion 
of the market; the general aim of underselling the others leads to ever- 
increasing efficiency of each company, thus making competition an 
instrument of social progress. According to this assumption societies 
which are not competitive in the sense of having a private profit 
orientation cannot be efficient in their economic procedures. 

Contemporary psychology has thrown new light on the personal 
meaning and impact of competition and, more generally, of rivalry as 
contrasted with co-operation. To begin with, the old belief that it is 
natural for human beings of any kind or social background to fight 
with the pack for the bones has been replaced by a recognition of the 
very complex and malleable traits of the human mind under different 
social circumstances. It now appears rather unnatural (in the sense of 
exceptional) for a human being to be an economic man. Further, 
evidence from anthropological sources indicates that, while competitive 
attitudes in a very broad sense are widespread, they are not universal. 
More than that, the object and method of competition show extremely 
great variations; the “negotiational psychology,” to use John R. Com- 
mons’ term,® varies likewise; monopoly is no less frequent than compe- 
tition and actually resembles it closely in the underlying motive force 
of self-assertion at the expense of others. 

Some societies recognize this assertive function of competition as 
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valid but exempt from it the area of basic individual needs, thus 
centering competition on the display of personal capacities without 
harm to others. “In Comanche the competition is of the very keenest; 
but the competition does not involve security in the form of subsistence 
or social regard, With security of subsistence guaranteed and the free- 
dom to display and develop abilities unobstructed, competition is 
accepted and the best man becomes leader.” ** In various societies, such 
as Fiji and Kwakiutl, people compete in giving things away rather than 
in acquiring them. 

Generally, personal drives for either competition or monopoly are 
now widely recognized as stemming from the same basic need under 
different conditions of social and individual upbringing. In both cases 
it is a need for self-assertion—in the case of competition through prov- 
ing one’s superiority over other persons in a comparable situation, and 
in the case of monopoly through elimination of any outside threat to 
one’s security, Either competition or monopoly may thus become a self- 
purpose from the viewpoint of personal needs—often nonconscious 
ones—rather than a mere device for money-making and the living 
comfort that goes with it. 

In our own culture and society, economic competition has long been 
adopted as the main standard of personal success, though there are 
some subsidiary standards such as sports competition. Even there, how- 
ever, financial success is quite often assumed to be the ultimate aim of 
athletic competition. In Bertrand Russell’s words, “What people fear 
when they engage in the struggle is not that they will fail to get their 
breakfast next morning, but that they will fail to outshine their neigh- 
bors.” ° It is relative income that measures success—relative to the 
prevailing social standard as well as to that of the specific group con- 
cerned. Dollars assume somewhat the role of comparative school 
grades, with graduation into the next-higher class expected as a regular 
occurrence, Financial promotion, even without functional advance- 
ment, thus means a continuous process of graduation, sometimes at the 
expense of alienation from the preferred activity or location, Above a 
modest minimum level, making money begins to matter more than 
having it. Once it has been made, it loses some of its interest, and much 
of it may be given away through generosity, gambling, or waste 
depending on other personal and social factors, 

It is as if a whole cultural value scale had got stuck in an autistic 
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phase of personality development, in constantly emphasizing a selfish 
type of competition which it really does not take quite seriously. Suc- 
cessful businessmen have stated on more than one occasion that com- 
petitive business means fun to them more than anything else, fun 
representing here largely one kind of self-assertion. Most of us have 
experienced the psychology of that especially clean-cut case of competi- 
tion, the auction place; many people who are not really interested in 
the wares participate in the bidding just for the elements of emula- 
tion, prestige, and self-assertion that are involved. In other competitive 
situations, relative size and recent growth of a business unit are widely 
accepted as measures of success and status for the persons who are 
credited with such company development. Superficially, bigness thus 
becomes a self-purpose almost regardless of other economic and non- 
economic factors. In still other situations, the decisive area of competi- 
tion may be a fight for status within a corporation, or rivalry among 
companies for “fixing things” most effectively in Washington or the 
state capital, for the best purchases on the “personality market,” or for 
the most efficient use of such business services as research, consultants, 
public relations, or mass communications. 

This is not the place to discuss the conceptual and institutional 
aspects of competition and monopoly in general. It is important, how- 
ever, to point out the fallacy of any assumption that competition is 
uninhibited whenever there is no explicit or tacit agreement to restrict 
it. The cultural background and, with it, the perceptive propensities 
and group standards involved have some unifying effect upon the 
businessmen within the same population and industry. Their mutual 
guesses about each other’s reactions are sometimes no worse than would 
be information due to a clean-cut conspiracy.** Where the actual degree 
of economic concentration is high, competition may even become a 
kind of fixed game with prearranged parts: weaker companies are 
allowed to survive as long as they remain reasonable in order to show 
that there is competition. In. addition, the American practice allows 
some leeway among competitors in letting each regular player take his 
turn as monopolist in some respect—for a while, at least. 

In other cases, however, intricate processes of rationalization take 
place. In the judgment of two social psychologists, 
the official ideology of “private enterprise and competition” has had a valu- 
able integrating function for many business people over a period of many 
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years. It is a well-developed, satisfying belief system, which gives desirable 
status and meaning to many different kinds of discrete business activities. 
. . . It is an ideology that integrates the strivings for personal wealth and 
power, with the culturally accepted ideals of democracy, freedom, and serv- 
ice to one’s fellow men. . . . Business groups, and especially big business, 
have yet to develop an integrated belief system that can be substituted for 
the old one.** ° 


The challenge to this belief system comes not merely from enemies of 
its underlying institutions, who attack either the competitive principle 
as such or its counterpart in actual economic life. An additional 
challenge comes from a frequent clash of this belief system—some- 
times in the soul of those who profess it most ardently—with religious 
or other norms that make competitive bargaining appear immoral, 
unaesthetic, embarrassing, or at least cumbersome. Worse than that, if 
the social norms emphasize successful economic competition as the 
legitimate outlet for the discharge of tension, failure in competition 
easily turns into additional tension and may find such outlets as group 
prejudice. Karl Mannheim commented on the basic problem as follows: 
“Competition among unequals always has a demoralizing effect. Its 
psychological impact differs according to the type of rewards, especially 
if they form part of our money mores. The effects of competition when 
linked to the institution of private property depend on the presence 
or absence of risks.” ° 

In summary, competition may serve an assertive function that is 
quite different from the economic one which the actor himself per- 
ceives. Competition and monopoly alike represent specific manifesta- 
tions of rivalry; and these may be in conflict with values of co-operation 


that the same society may also try to convey, especially through its 
educational, ethical, and religious norms. 


Competition and Gambling 


The surprising conclusion that the real purpose of competition, 
professed or practiced, in the American culture cannot be money has 
been reached by a number of Americans and of Europeans who have 
compared the emotional role of money on both sides of the Atlantic.” 


° By permission from Theory and Problems of Social Psychology, by D. Krech 


ae S. Crutchfield. Copyright, 1948. McGraw-Hill Book Company, Inc., New 
ork. 4 
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Shall we go to the other extreme in concluding that competition is 
mainly a game, the application of a gambling drive to the industrial 
or commercial scene? Such a conclusion would be very lopsided. 

To begin with, gambling in some ways competes with business in 
absorbing the financial resources and human energies of nations. Fur- 
ther, gambling is far more widespread among the various cultures— 
ranging all the way from the most primitive to the most sophisticated 
with only a few exceptions—than is business in the specific sense that 
was defined at the beginning of this chapter. In contemporary America, 
where gambling is mostly outlawed by the Puritan tradition, the annual 
gross revenue of the gambling “industry” was estimated at $15,000,- 
000,000 by the New York Times in 1950; between $6,800,000,000 and 
$21,500,000,000 by the Citizens Committee of Massachusetts, Inc., also 
in 1950; and at $20,000,000,000 by the Kefauver Committee in 1951, but 
these are all guesses. In the course of these studies it has been claimed 
that Americans spend more money on gambling than they do for 
medicine, housing, or private education and research, even in a period 
of high taxes. 

The New York Times, in its worldwide investigation of gambling 
operations in late 1951, came to the conclusion that “all mankind except 
the Eskimo has a weakness for gambling, but nowhere on earth today 
does gambling breed as much concern, confusion and corruption as in 
the United States.” ° The reason is in the links between gambling, 
organized crime, and civic corruption in this country compared with 
the legalized, regulated, and “reasonable” forms of gambling in such 
countries as France or Britain. A British government survey in May 
1951 showed that three out of four Britons over the age of sixteen 
bet—usually modest sums—on horses, dogs, soccer pools, or lotteries. 

To come back to the American scene, a Gallup poll on gambling 
found that 57 per cent of the population gamble at one time or another, 
however mildly; that the average race-track customer is apt to be a 
church member who goes to the tracks about once a year; that 87 per 
cent are 26 to 55 years old; that 44 per cent are businessmen, execu- 
tives, or professional men; that 42 per cent own homes and 76 per cent 
own cars; and that 49 per cent earn $5,000 a year or more. We must 
leave the responsibility for these data to the polling agency, but there 
is little doubt that gambling, either casual or regular, is very wide- 
Spread, 
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Now at first glance gambling, which has been described as an or- 
ganized rejection of reason, seems to be the very. contradiction of the 
clocklike reasoning which has traditionally been associated with the 
successful conduct of competitive business. It is true that one kind of 
gambling, that based on exact calculation of the chances, could be 
interpreted as extreme expression of “rationality.” The essence of the 
real gambling mind, however, is precisely in the refusal to recognize 
the weight of adverse odds in spite of mathematical evidence or even 
the individual’s own experiences, A French proverb says, “One rarely 
finds a rich gambler,” and a Chinese proverb states, “If you must play 
set three things first: the rules of the game, the stakes, the quitting time.” 
The essential trait of the real gambler is precisely that he does not quit 
at the “right” time; he does not quit until he has lost everything he 
could lose. 

Gambling thrives in social or personal situations where any cal- 
culating or “rational” action appears to offer little hope. To assert one’s 
“luck,” corriger la fortune, then helps to preserve one’s self-esteem, 
and the drive to do so becomes more powerful as the gambler wins and 
irresistible as he loses. At the same time, gambling also reflects per- 
plexity about social happenings and renunciation of any attempt to 
understand them. In this sense gambling represents a form of protest 
against the social process, transformed into a kind of superstitious ritual. 
It is especially stimulated by social disorganization or anomy, or else 
by the extreme rigidity of social institutions or hierarchies.’ In some 
societies gambling is legalized in order to serve as a safety valve for 
social frustrations; in others it is outlawed and, on this value basis, 
easily becomes the province of criminals and neurotics. One psychia- 
trist describes the latter type of gambling as “the prime example of 
misusing money for the solution of inner conflicts completely unrelated 
to money,” for most of the real gamblers unconsciously want to lose.’ 

Competitive business, on the other hand, is based on the assumption 
of calculated risk, not a blind challenge to fate—at least on the 
conscious level. This is opposed to the risk-reducing function of co- 
operation; the latter prevails whenever there is a strong motive to get 
rid of uncertainty through linking forces. It would be quite misleading, 
however, to consider market competition just a kind of gamble; its 
underlying motives, which were shown earlier to exceed a mere self- 
propelling drive for money, are even more complex than those of 
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gambling and in some respects different from them altogether. To the 
extent that competition is a game it is ordinarily one of the strategic 
type, where every player tries to outguess the other players, rather 
than a mere game of chance. Moreover, some types of gambling are 
noncompetitive. Yet there is clearly an element of gambling in competi- 
tion and business or, at least, in some types of them. The most widely 
discussed example is the stock market. i 

In the days of the bucket shops, the connection was clear, for stock- 
exchange happenings were made an object of clean-cut gambling there. 
But this is an extreme case, and is frowned upon today. On the other 
hand, any picture of the stock exchange as just another market, the one 
which confronts the objective capital requirements of corporations 
with cold-blooded revenue calculation on the part of investors, would 
also be unrealistic, In his weekly advertisements, a much-publicized 
investment adviser promises to “explain why so many of the crowd are 
nearly always wrong; why orthodox opinion is often dangerous; why the _ 
public so often loses; why the majority tends to make itself wrong 
automatically; and how you cannot cut profit-taking slices out of an 
inflationary cake or bubble without making the paper profits (the 
bubble) shrink or disappear.” The “behavior” of stocks, psychological 
chain reactions of bearishness or bullishness with their possible traits of 
self-fulfilling prophecy, the fluctuations of “confidence,” the roots and 
spread of market panics, the various “systems” of forecasting—which 
usually assume constant behavior patterns—all this has been the object 
of endless guesswork, with very few foolproof data to support the 
various generalizations in circulation. 

Actually reliable data on the typology, motivations, and behavior 
patterns of the stock-market public thus far are rather scanty. Ap- 
parently a sizable proportion of the public consists of investors in a 
strict sense who buy securities in the expectation of reasonably safe 
capital values and yields; some others are driven by a desire to get 
rich quick; still others are of the speculating type and enjoy the 
gambling element in the stock market as such. In other words, while 
the stock market is a glorified and legal gamble for some, it is some- 
thing quite different for others. It would be very illuminating to secure 
more concrete data than are available about the types of people who 
play the stock market and the various ways in which they do it; about 
such personality factors as are involved in speculation, in safety-first 
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attitudes, in profit taking, in bearish or bullish disposition; about 
ethical codes and superstitious or ritualistic practices; about the exact 
connotation of the term “security” in stock-market terminology; and 
about historical and geographical variations in the respective degrees 
of venture and caution that prevail on stock markets. 


Attitudes toward Money 


The broader problem involved in understanding the emotional role 
of gambling and competition is that of attitudes toward money insofar 
as the latter represents the traditional measure of business success. The 
psychological meaning of money to various cultures, societies, groups, 
and individuals is an extensive subject in itself. It will be discussed 
here only to the extent that it is relevant for studies of business motiva- 
tion. The basic question is to what extent attitudes toward money 
represent timeless traits of human nature with personality variations 
only or else social types which vary with the culture, institutional 
setting, and class situation. 

The best available answer is that all of these factors are effective 
in some degree and that they overlap in various ways. The comparative 
incidence of personality types that make for various attitudes toward 
money varies with the social influences upon the child—through the 
family and otherwise—during the years of personality formation. In 
other words, the thrifty, generous, venturous, greedy, stingy, hoarding, 
and acquisitive types are all represented in most societies; but the 
frequency distribution of each type and the valuation given to its 
manifestations vary greatly. 

In our own society the basic dichotomy is offered by the wide, overt 
acceptance of money as a standard of success, on the one hand, and the 
more or less hidden guilt charge of money, on the other hand. For 
example, making a cash present to friends is usually frowned upon, 
chiefly because money is impersonal; giving money does not involve the 
“opportunity cost” connected with spending time and effort on selecting 
a gift in kind, In clinical cases such associations may develop into a 
general aversion to receiving gifts that represent any potential money 
value. 

Another example of the emotional meaning of money is supplied by 
the changing evaluation of tipping, which has in many cases been 
replaced by a fixed or proportionate fee; tipping affects the social 
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status and involves such feelings as contempt, hostility, guilt, and even 
parental images. The success-guilt connotation of money is exemplified 
by the fact that insolvency, far from being a purely financial failure, also 
tends to have a stigma attached to it. In The Madwoman of Chaillot 
the author makes the Rag-Picker say that money means honesty and 
that a businessman without money must be a shady character." For 
comparable reasons of moral impact it has been said that an empty 
purse is much emptier than a full purse is full. Yet the example of 
monks and ascetics, who shun any contact with money except through 
their collective, or else retire individually from the money-ridden world, 
shows that the status implication and self-assertion symbolism of money 
can potentially be replaced by a different value system on an individual 
or group scale, 

Some remnants of the old usury connotation of lending for interest 
apparently have survived from the Middle Ages. Conversely debt, in 
many people’s feelings, has a certain stigma attached to it unless it 
is a socially accepted and general condition.” In our business civiliza- 
tion this condition by and large applies to private company transactions. 
At the same time government debt (or deficit spending ) often meets an 
emotional—not merely economic—resistance which can only be ex- 
plained from displaced childhood fears in combination with an anthro- 
pomorphic misinterpretation of government. 

Both the magic exerted by and the mistrust paid to that time-honored 
symbol of money wealth, gold, can also be attributed to the emotional 
impact of its symbolism; the psychological significance of gold in both 
domestic and international finance has come to exceed greatly its 
economic role.”? Similarly, inflation not only means objective harm to 
the purchasing power of various population groups; it also symbolizes 
a break with the past and a perceived threat which have a general 
unsettling effect on many people in nearly every group.”* The popularity 
of tinkering with money in all sorts of quack social programs has com- 
parable reasons of emotional character. 

Turning to the symbolic meaning of money in a business civilization, 
wealthy people are often known to be negligent in paying private bills 
even though they may be meticulously correct in their business pay- 
ments. This has been explained from a desire to show that they enjoy 
credit and can afford to keep others waiting, thus symbolizing a claim 
for special privileges; but it may also indicate a basic contempt for 
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money once it has been made, occasionally combined with “conspicuous 
nonconsumption.” Apparently money-making is often conceived of as 
a kind of creative art in contrast to money spending. A contrasting 
consumer mentality, especially in the middle class, is expressed by the 
reproachful statement of a housewife to her husband, “After all, you 
only have to make money. I have to spend it.” 

The symbolic and emotional meaning of money in the middle of a 
business civilization assumed to be rational is exemplified by the 
frequency of enormous damage suits and their acceptance by juries. 
Despite all legal advice, juries in accident cases tend to feel that a 
person is “entitled” to money compensation just because he has suffered 
pain, regardless of the guilt question—somewhat in the nature of candy 
offered by mother for consolation to a child crying because he hurt 
himself. 

In other words, contemporary attitudes toward money and, corre- 
spondingly, toward profit and business are strikingly ambivalent. On 
the one hand, selfishness, not generosity, is considered norma! and 
necessary; on the other hand, the emotional nonbusiness appeal of 
generosity is quite strong. The resulting tensions are exemplified by a 
recent newspaper report about an old priest in Perugia, Italy, who 
after winning $64,000 in a lottery died in a mental clinic as the result 
of worry about all the requests for help he had received. 

Psychotherapists are familiar with emotional conflicts which center 
or crystallize around money even though their real roots may be in 
personal or social factors of a different nature. The Freudian school tends 
to ascribe specific money attitudes to personal traits that were acquired 
in early childhood; for example, the parsimonious-orderly-obstinate 
type is interpreted as a sublimation of anal erotism. Such theories mean 
little to the social scientist, for they explain neither why the incidence 
of the various types varies according to the society or group concerned 
nor why the character traits in question manifest themselves most 
conspicuously in attitudes toward money, rather than toward, say, music 
or athletics," 

Even so there is plenty of evidence that some people are emotionally 
unable to work for money, especially if such work means competition, 
thus giving up the protected status of a child and his privilege of 
“getting something for nothing.” Conversely, work compulsions (some- 
times leading to economic “success” ) may have resulted from guilt 
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feelings and anxieties that were instilled into a person at an early age 
by parents or others who themselves were driven by specific socio- 
cultural norms of their period. It is true that such character types as 
the miser, the spendthrift, the gambler, the success hunter, the em- 
bezzler, the dependee, the sucker, the recluse occur in a great many 
cultures and societies. Some of the latter, however, have institutional 
sanctions against this or that kind of behavior; some are more conducive 
than others to a frequent occurrence of certain types of personality; and 
some offer greater appreciation than others to specific character traits, 
with great differences in the definition of normality or deviation. The 
miser and even the recluse may be heroes in a society that values thrift 
highly, while they may be considered mental patients in a society that 
emphasizes spending as a socially useful device, 

This, indeed, brings up the broader question of what constitutes 
normal and abnormal behavior in contemporary economic life and 
especially in business activities, and, in particular, of what kinds of 
aggressive attitudes are conducive to a successful drive for the acquisi- 
tion of money profit through the medium of such activities, even 
allowing for deeper needs that may underlie this drive. 


The Meanings of Aggressiveness 

The term aggressive has two rather different connotations. It may 
refer to the kind of attitude and behavior that is characterized by anger, 
rage, attacks, violence; or else it may mean great activity, initiative, and 
ingenuity. Most of us speak favorably, even admiringly of an aggressive 
promoter, while we usually regret or fear an aggressive person. Has 
the business connotation of the term anything to do with its psycho- 
logical meaning, or is semantics playing a trick on us? 

In order to answer this question, we need agreement on the psy- 
chological meaning of aggression. By and large it is explained from 
frustrations, especially those that are deeply embedded in personality, 
often as a result of crucial childhood experiences. Such frustrations 
produce a need for emotional outlets with a tension-reducing function. 
If no such outlets are found, continuous tension along with free- 
floating aggressiveness and a state of restlessness and unhappiness will 
result. 

Certain cultures which typically produce great frustration in their 
individuals appear to be conducive to failure in organizing aggression 
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patterns of a socially acceptable kind. Abram Kardiner explains the 
behavior pattern of the Alorese in financial and other affairs on the 
basis of such a failure.” At the same time, purely adaptive behavior 
based on outward conformity with repression of the underlying frustra- 
tions does not solve the problem; an example of such a pseudo-solution 
is offered by the culture of the Saultaux, a tribe of Canadian Indians 
with a long reputation of being mild-mannered and overtly unaggres- 
sive.”* Similarly withdrawal, rationalization, and autism offer no outlets 
that meet individual needs and social requirements alike. Sublimation 
of aggression or its channeling into various identification processes 
sometimes yields better results but still leaves many problems. Regres- 
sion, that is, unresolved aggression leading to a setback in maturity, 
or a projection of aggression to targets that are unrelated to the causes 
of the frustration likewise is full of dangers for individual and society 
alike, Especially is this true when both the frustration and the reaction 
to it are of a lasting type. 

Now the various cultures and societies differ significantly in the 
amount and kind of frustrations (either real or anticipated) they tend 
to foster in their individuals, in the definition of aggression, and in the 
types of organized outlets they allow for such frustrations through 
socially accepted patterns of aggression. In particular, the channeling 
of aggression into a productive orientation and generative capacity is 
more appreciated and encouraged in some societies than in others. 
Certain societies put a premium on “realism” in the sense of a keen 
perception of surface phenomena and adaptation to them, without any 
attempt to achieve perspective in depth or even an awareness of its 
possibility and value. 

Our own society tries to channel aggressive propensities largely into 
competitive activities in business, though there are some additional 
outlets such as sports. Actually, our society has encouraged and re- 
warded the aggressive personality to the extent that it went into the 
production or promotion of marketable goods and services, Aggressive- 
ness in the commercial sense is considered one of the main require- 
ments for business success; and the latter, in turn, has been a leading 
factor of self-assertion and social prestige, as has been shown earlier. 

Yet there is considerable evidence from psychotherapists and related 
sources that this outlet has not always been adequate. It would be 
foolish to succumb to any unwarranted generalizations about personal 
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dissatisfaction with business success, but apparently such dissatisfaction 
does occur in a number of cases. Neurotic patients who have been 
“successful” by prevailing social standards are a fairly regular occur- 
rence in psychotherapeutic practice, and the familiar saying “I am 
not in business for my health” sometimes assumes quite a different 
meaning from the ordinary one. A leading psychiatrist formulated his 
experience with competitive attitudes as follows: 


The ambition-ridden person comes to the psychiatrist to get what he can 
in the way of aid in his career. He may be willing to pay for this. He may be 
most determined in his efforts to achieve it. But he lives in a world of com- 
petitive violence and necessary compromise, and he will have none of the 
psychiatrist’s skepticism about the finality of his formula. He cannot escape 
the competitive attitude, even in this regard, and all too frequently by dint 
of competing with the physician at every step, reduces the potentially thera- 
peutic situation to a struggle about who is doctor and who is patient." 


Apparently the conflict which affects a number of persons in business 
life expresses in part actual feelings of uneasiness and insecurity that 
underlie the accepted attitude of overt confidence, expressed, for ex- 
ample, in an extreme way by Herbert Hoover, Henry Ford, and others 
on the eve of the Great Depression of 1929."* In a larger degree, how- 
ever, the conflict stems from the double life which the requirements of 
business rivalry and competition impose upon the persons concerned as 
contrasted to the consideration, co-operation, and altruism that home 
and church require. The switchover for evenings and weekends appears 
to be hard on those people, at least, who are already under some strain 
for other reasons. Moreover, aggressions may not only be channeled 
into business activities but may sometimes be aroused by them as well. 
A recent study in comparative anthropology actually claims that “our 
economy is a prestige economy to a pathological extent. . . . To some 
considerable degree, frontier virtues are the intolerable vices of con- 
temporary America. . . . Egoistic individualism’ remains long after 
the economic place for it has passed.” "° 

Regardless of whether or not this is generally true, there are indica- 
tions that the personal strains mentioned, if anything, tend to increase 
under managerial enterprise. In Knauth’s experience, such a setup is 
both more complex and more difficult to operate than either free 
enterprise or monopoly, and it produces wearing tensions and anxieties 
which are not compensated by immediate tangible achievement. “The 
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joy of attaining a definite goal has been submerged in the vastness of 
space and time. Management must learn to get its satisfaction vicari- 
ously, trusting that its contribution will sometime fructify to the benefit 
of the community as well as to the enterprise.” Further strains result 
from the necessity of combining an impersonal character of enterprise 
with great requirements of co-operative loyalty.*° 

Additional tension comes from the accepted, though not always 
conscious, status device of “being busy,” with its compulsive implica- 
tions; the atmosphere of “action” for its own sake; and the emotional 
strain of modern industrial conflicts. If we add up these influences, we 
begin to understand why the business outlet that is offered to aggressive 
needs does not always fill this function today and why it sometimes gen- 
erates new tension instead of relieving the existing one, both in North 
America and in Western Europe. Here again a warning against un- 
warranted generalizations is necessary, but the medical evidence of 
physical, psychosomatic, and nervous disturbances among businessmen 
(whatever the exact relationship of such disorders may be) is con- 
siderable. Whether the real stakes are worth such tension, whether some 
other population groups are not similarly affected, and whether the 
age composition of the business group has something to do with the 
incidence of health disorders—all these are questions that can only be 
hinted at here,** 

Among those relatively few cases that reach the clinical stage, a 
psychiatrist lists the following traits he has found in the typical “success 
hunter”; (1) contempt for moderate earnings, high-pitched ambitions, 
and exaggerated ideas of success, combined with a drive to overwork; 
(2) constant inner tension, stemming from inner passivity, regardless of 
the importance of the stakes; (3) a propelling impetus toward more 
and more success; (4) dissatisfaction and boredom if deprived of new 
business excitement and resulting opportunities to show off; (5) cynical 
outlook, hypersensitivity, and hypersuspiciousness; (6) contempt for 
and ruthlessness toward the unsuccessful; (7) one-sided and opinion- 
ated I-know-better attitude in general; (8) hypochondriacal worries: 
doubts concerning continuous flow of ideas and luck; (9) inability to 
enjoy the simple pleasures of life; (10) hidden depression, warded off 
with tempered megalomania and extensive air of importance.*? 

This list is not altogether convincing. We should, at least, be careful 
in keeping the purely individual traits of this extreme personality type 
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apart from the objective economic requirements of a more or less com- 
petitive system of enterprise. Such objective requirements involve 
considerable aggressiveness in the sense of initiative and ingenuity. 
The degree sometimes depends on the specific assignment an individual 
receives within a corporate hierarchy; but aggressive action on his part 
can seldom be dispensed with completely if the enterprise concerned 
is to survive. To that extent an individual, once involved in doing 
business, has to follow the objective requirements of the market. 

The clinical problem begins if and when the personal drive for 
success exceeds such objective requirements, though the exact point is 
not always easy to determine. The insatiable success hunter in business 
may have succumbed to work compulsions due to unresolved guilt feel- 
ings far below the conscious level. He may suffer from an obsessive 
need for self-assertion and may wish, without necessarily realizing it, 
to prove to himself and to others through constant success that 
Providence does love him. He may be desperately fighting in this way 
against a hidden self-hate. He may seek new competitive ventures all 
the time in an unwitting guilt-ridden urge to fail and be penitent 
sometime; or else he may, more harmlessly, lose interest in doing 
business once he has asserted himself by establishing his success. In 
extreme pathological cases, he may join the constant array of recluses 
or miserly characters who are regularly reported by the newspapers 
under such headlines as “Recluse Had $150,000 But Lived in a $4 
Room,” “Recluse’s $400,000 Estate Found after He Is Buried in Potter's 
Field”; “Recluse Widow, 73, Loses $52,500 in a Zipper Bag Left in 
Cafeteria”; “Theft Victim Rues Fortune in Closet: Had a ‘Reason’ for 
Reno Cache Looted of 2% Million”; or “Wilks Estate Is Put at 95 
Millions, Third of It in One Checking Account.” 8 

To sum up this section, specific factors of personality are of great 
importance in determining the various patterns of business or financial 
behavior, whether normal or abnormal. These factors are for applied 
psychology to define in each case. What the social scientist is mainly 
interested in is the incidence of those personality-forming influences 
that tend to produce the specific kinds of emotional detachment, 
assertive drive, or aggressiveness that are conducive to business success 
later in life. The social scientist is also interested in the status rewards, 
through the medium of money, that society may confer upon the 
manifestations of such personality traits. At the same time, the psy- 
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chological standards of individual success, sometimes for lack of a 
better term summarized as fulfillment of all personal potentialities, are 
by no means identical with the economic criteria of business success, 
though they often overlap in some degree. 

The discussion which follows will apply the motivational factors 
mentioned to a number of specific business situations and will then 
offer joint conclusions for both chapters. 


Chapter II 


How Is Business Done? 


EVEN in persons who are free of any excessive drive for self- 
assertion or of other major problems of personality, temporary in- 
fluences which affect their perception sometimes lead to fluctuations or 
errors in judgment or in decision making. Such errors may be in- 
explicable to the individual concerned and may appear as irrational to 
his business associates later on regardless of whether or not the company 
suffers any serious harm. Even if profit maximization were a more 
general business aim than it actually is, it still would have to be 
carried through by frail human minds. 

John M. Clark has expressed the issue that underlies business behavior 
as follows, “To report that a given employer seeks maximum profits, as 
so determined, may miss the most important things about his conduct 
of his business.” * Generally speaking, doing business represents an 
intricate interaction of incentives, expectations, forecasts, uncertainty, 
risk, confidence, and decisions on location, investment, production, em- 
ployment, pricing, and so forth. At each step of this ladder—and the 
steps are not always arranged neatly, logically, consistently, or per- 
manently—influences of far greater complexity than the term profit 
maximization expresses will come into the picture. An explicit aim of 
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profit maximization, it is true, usually serves as channel, catalyzer, or 
symbol for the underlying factors of personality, self-assertion needs, 
or group standards. 

The much-misused term incentive may apply to a stimulus in per- 
sons or groups to do business in general, or to go into a specific field and 
enterprise, or to carry out a concrete transaction. In each case, the 
financial incentive symbolizes and quantifies the underlying motives, 
which may or may not center around profit maximization in any ob- 
jective or accounting sense. At the very least, a distinction should be 
drawn between the motive to make profit (some degree of profit) and 
the single-minded drive for real maximization of profit. Such single- 
mindedness, in any respect, has been found by psychologists to be a 
rare occurrence. Moreover, short-range profit aims may be at odds or 
compete with those of a long-range character, with security goals, or 
with direct desires of prestige, power, or work satisfaction—especially 
under the impact of cultural or group norms. 

In practice, therefore, the incentive for John Doe to start digging 
for gold in the wilderness of northern Canada may be influenced not 
only by desire for profit maximization but by the gambling impulses 
that were discussed earlier, by a deeply rooted desire to get away from 
it all and to be in a lonesome wilderness, or by a symbolic meaning 
that gold may have assumed for him during his formative period. All 
these motives may merge into or be rationalized in, an overt incentive 
to make huge profits by digging gold. Actually those indirect influences 
may be so powerful, especially below the conscious level, that they may 
blind him to the objective risks (that is, the handicaps to actual profit 
maximization) that may be involved in the enterprise concerned, and 
he may fail even though all the objective information was available 
to him all the time. 

In case gold digging should look like too extreme an example, less 
dramatic applications to everyday business can easily be found. The 
history of business—railroads, electronics, or local grocery stores— 
shows numerous instances of what to an outsider looks like a fixed idea. 
The idea may lead to either success or failure depending on the general 
situation but it cannot be explained in either case from incentives or 
maximization principles in the purely financial sense alone. In a good 
many cases ample allowance is required for distorted perception of the 
objective situation even with adequate information available. 
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Expectations, Confidence, and Decision Making 


In order to be translated into action a general incentive must crys- 
tallize in specific expectations. From the viewpoint of business practice 
the expectation concept of economic theory usually requires far- 
reaching adjustment or amplification in order to be meaningful. To 
begin with, any static assumption that expectations are always realized 
must be eliminated. This also applies to any preconception that business 
expectations simply reflect the actual business conditions. We approach 
business practice more nearly in J. R. Hicks’ concept of “elasticity of ex- 
pectations,” which places the emphasis on expectations concerning 
general market conditions rather than on specific prices; moreover, 
expectations are not expressed in terms of a precise figure but in terms 
of a probable range of figures, with considerable allowance for non- 
economic factors that influence expectations, such as weather, politics, 
health, superstitions, or “psychology.” Even so, the concept mentioned 
remains more closely tied to either past experiences or past expecta- 
tions than recent findings would seem to warrant.* 

Whatever evidence is available on expectation patterns as deter- 
minants of business behavior indicates that these patterns are subject 
to cultural, institutional, group, and individual variations of great im- 
port. Both the degree of definiteness and the time perspective involved 
vary considerably. Certain sociocultural norms or situations, as well as 
certain individual traits, favor habitual behavior in which the term 
expectation has a purely formal meaning; in other cases expectations 
are more diversified or more definite. In any case the concept of ex- 
pectation, in order to be helpful in explaining actual business behavior, 
should not be confined to objective market trends that can be seen by 
any businessman who cares to obtain the necessary information. It 
should also refer to socioeconomic factors, such as a war danger or 
a recent depression, that set the general framework for individual ex- 
pectations and to personal characteristics, such as the perception pat- 
tern, that shape it in each case, thus helping to explain inconsistencies 
of expectations in particular. 

Psychological findings indicate that expectations tend to change 
infrequently, radically, and simultaneously. The strong motivational 
forces that are required to arouse the need for genuine decisions and, 
with them, definite expectations are quite likely to act upon many busi- 
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nessmen in about the same direction at any given time. The idea that 
expectations of businessmen tend to cancel each other out is thus sel- 
dom realistic, not to mention the impact of leadership in causing like 
decisions. 

At this point that important factor of “organized expectation” called 
forecasting requires some emphasis. We cannot realistically speak of 
business expectations today as if they were arrived at through purely 
individual contemplation. The pattern of expectations at any given 
time is significantly influenced by the various forecasting services of a 
public or private nature. This is true regardless of the comparative value 
of these various services and of the alleged (if unproved) self- 
fulfilling prophecy or band-wagon vote they may produce. We cannot 
go here into the question of why businessmen, to judge from some 
available polls, may tend to be more optimistic than economists in 
forecasting the general trend, and more optimistic in evaluating the 
future prospects of their own businesses than in forecasting the general 
economic trend. The special biases to which stock-market forecasters 
are exposed have also been an object of discussion ever since their sad 
experiences during the Great Depression.* 

The real questions here are, first, whether the whole idea of or- 
ganized, generally available forecasting is not at odds with the basic 
assumptions of a competitive (that means individualistic) economy, 
and whether—even in the absence of a band-wagon effect—organized 
forecasting does not tend to replace individual estimates and decisions 
by group-oriented behavior and decision making; second, whether 
economic forecasting based on individual estimates of investment 
(which are notoriously incorrect in small businesses, at least) can hope 
to offer a realistic picture of the real trend; and, third, whether in the 
absence of motivational data on the reasons why businessmen, rightly 
or wrongly, expect to do certain things, formal forecasts may not foster 
more errors than they remove. It is quite legitimate for public or 
private research agencies to attempt an estimate of concrete economic 
needs, especially with a view to possible action of a compensatory type; 
it is another question whether social forecasts based on unanalyzed in- 
dividual expectations are of any real value. 

With or without the help of organized forecasting the businessman 
is up against the impact of uncertainty. Here again the term can have 
very different meanings. In economic theory it is mainly used to 
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characterize either lack of information concerning the circumstances 
under which an economic action will be carried through or the inde- 
terminate nature of the effects of such action even under known or 
foreseeable circumstances. F. H. Knight has more specifically restricted 
the concept of uncertainty to nonmeasurable cases, as distinguished 
from risk. In this sense uncertainty, under dynamic assumptions, has 
been interpreted as the chief barrier to perfect competition and, at the 
same time, as the ultimate cause of profit.* 

The term uncertainty may, however, assume quite a different mean- 
ing in business life. It may refer to unsettled and insecure conditions 
in economic society, which put the very basis of consistent expecta- 
tions and decisions into question. A danger of war and attack, social up- 
heaval, political upsets, or steep rise in taxes may expose business 
action to surprises and uncontrollable new influences. The term un- 
certainty may also refer to a personal state of mind which may grip an 
individual or group at certain times or may even affect them during 
their whole lifetime, thus preventing them from perceiving in any clear 
way the situation in which they are involved. Uncertainty in the latter 
two meanings may affect, either periodically or chronically, the whole 
process of doing business whenever the social or personal situation 
concerned is unsettled. Instead of representing a normal condition of 
doing business, if not the very root of profit, uncertainty then becomes 
a distinct handicap for the persons, companies, and social groups con- 
cerned. 

Comparable considerations apply to the risk concept. Here again 
the concept may refer to the probability that certain events, especially 
those of an adverse character, might happen in the course of a business 
transaction though not necessarily as its result—a probability which 
may ordinarily be considered measurable on the basis of comparable 
happenings in the past. Or else the risk concept may be concerned with 
possible dangers, to a company or to the individuals who make it up, 
either from socioeconomic events beyond its control, such as war or 
depression, or from personal characteristics of its managers, employees, 
suppliers, customers, or creditors. In the former case raw materials, for 
example, might be cut off suddenly or be subject to wild price fluctua- 
tions, while in the latter case one or more erratic or negligent persons 
might sometime cause unexpected spoilage or waste despite a perfect 
record in the past. 
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Ordinarily major risks are knowingly incurred only if and when 
there is enough “confidence.” Some fundamental issues that underlie 
this concept will be discussed in the next chapter. At this point it 
suffices to say that confidence in business may simply refer to a positive 
evaluation of the risk situation, leading to the conclusion that the 
probability outlook for favorable results from an action is good. In this 
sense confidence means a prevalence of favorable expectations in facing 
a given business situation or a concrete decision such as investment. 
But this still leaves the question of whether business fluctuations repre- 
sent accidental clusters of individual confidence reactions (or diffidence 
reactions) which lead to widespread capital replacements at a certain 
time, for instance; for “objective” economic trends such as the inventory 
situation still have to pass through human minds in some way in order 
to influence actual business behavior. 

We can count out both antipsychological objectivism and the opposite 
extreme. The latter is perhaps best expressed in Montaigne’s famous 
essay “Of the Power of Imagination,” which begins with the old prin- 
ciple of fortis imaginatio generat casum (“a strong imagination begets 
the event”).° The presence or absence of confidence, whether it occurs 
in an individual or in a community, is of prime importance in shaping 
the business behavior concerned; but in producing a certain state of 
mind objective economic factors, such as the inventory situation or the 
credit supply, ordinarily have considerable effect. This does not mean, 
however, that they constitute the only influences; noneconomic factors 
on both the social and the individual levels may, at certain times at 
least, be more powerful. 

On the social level such factors may comprise the political outlook 
at home or abroad as perceived by the people concerned, regardless of 
whether this perception is accurate, including dangers of war, de- 
struction, revolution, reaction, hunger, epidemics. On the individual 
level the effective noneconomic factors may comprise the frequency of 
either confident or diffident types of personality in a given period, due 
to influences that prevailed at the time of the personality formation or 
to the spread of personal insecurity in a more short-run sense. In both 
cases the basic attitudes and the patterns of perception, expectation, 
confidence, and risk taking will be affected, thus leading to a social 
aggregation of certain types of business decisions at a given time. The 
specific arrangement of factors within such interaction, and even the 
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direction of its flow, will vary according to the specific constellation 
in each case. 

If we apply the preceding considerations to the actual process of 
decision making in business, the following picture emerges. To begin 
with, the range of genuine decisions is much smaller than economic 
theory has often implied in the past. Habitual behavior is widespread 
in many areas of business conduct and can in these cases be shaken 
only by profound, “traumatic” changes in attitude, such as those re- 
sulting from the loss or failure of a reference group. Such habitual be- 
havior is greatly influenced by the sociocultural scale of values. For 
example, the habit in some retail lines of getting rid of the inventory 
at the end of the season almost regardless of loss can easily be explained 
in a country where the pioneer idea, the spirit of innovation, and quick 
changes in all sorts of fashions are taken for granted. Such a practice, 
however, would be hopeless in an essentially tradition-bound, conser- 
vative, and parsimonious population with comparable levels of income 
and wealth. Aside from habitual business behavior, there is also a wide 
and historically growing area of involuntary “decisions” through institu- 
tional and social action. Such action replaces individual decisions by 
collective ones, at least in a conditioning sense, such as zoning regula- 
tions, the tax structure, or patent laws.°® 

Allowing for such influences, the area of decision making required 
remains considerable. Generally speaking it includes the following 
main types of decisions; entrance into an industry, location, expansion, 
reduction, liquidation; capital supply, profit allocation, and liquidity; 
technological and managerial organization; production types and 
quantities; manpower supply and labor relations; pricing and market- 
ing; relations to other firms, associations, and public agencies. Some 
of these decision types obviously overlap. 

Among the factors that influence decision making in each of these 
cases, both the objective intrafirm situation and its socioeconomic set- 
ting will be supplemented by the inevitable effect of the personalities 
and interpersonal relations involved. Family background, status aspira- 
tions, creative urge, desire for independence or authority are all of 
considerable importance in shaping the initial decisions and many of 
the following ones. Deeply rooted attitudes toward money and debt, 
which may precede by many years the business activity of the person 
concerned, may influence later decisions on credit or liquidity. Father 
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images may be back of decisions affecting the labor force. Pricing or 
marketing decisions may be subject to the impact of moral norms or 
competitive attitudes in the persons concerned. In every case the 
degree of rigidity, conformity, or security feeling will be of great im- 
portance in determining the threshold of decisions and the general 
ability to make up one’s mind at the right moment, to reach a decision 
promptly when the objective situation requires one. 

It might be argued with some justification that such problems affect 
the old-fashioned owner-manager far more than the streamlined cor- 
poration executive; that the latter is subjected to a network of intra- 
company checks and balances designed to encourage decisions that 
are less personally colored than they used to be; that the business 
schools and the growth of industrial research alike have had an 
equalizing effect upon the patterns of decision making and that this 
latter process has become more nearly objective than it used to be. 
There is a good deal of truth in such statements, but they overlook 
the fact that the rise of corporate management—which has not affected 
the entire economy in any case—has brought some new emotional 
problems, such as competition within a company hierarchy, along with 
mitigating some of the older ones. There is plenty of evidence from top 
management itself that its decision making remains far from being 
completely impersonal.’ This applies both to long-range decisions such 


as industrial location and to short-range decisions such as current 
pricing. 


Price Determination 


Determination of prices is an especially frequent instance of decision 
making in business. The traditional assumption has been more or less 
in line with the statement that sums up for many people all they ever 
picked up of economics—namely, that prices are determined by supply 
and demand or, in a slightly modified form, by competition on the 
market. We are not concerned here with the institutional factors, such 
as administered pricing, private price fixing, price discrimination, pub- 
lie price controls, or intrinsic imperfections of competition, that have 
always impeded this supposed rule in a varying degree on the level of 
business practice, Our interest centers on those modifying influences 
that have resulted from sociocultural and personality factors. 

Now here again a warning against any overstatement of the case is 
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necessary; in some areas of the American economy, at least, a certain 
approximation of the supply-demand, market-competition principle can 
usually be discerned. Yet the evidence of a wide disregard of this 
principle is no less impressive. To begin with British experiences, 
R. L. Hall, C. J. Hitch, and R. F. Harrod found before the second 
World War—on the basis of an admittedly small sample—that pricing 
followed either long-run profit considerations or, far more frequently, 
a rule of thumb. Prices were usually based on full average cost in- 
cluding a conventional—or, in its absence, an arbitrary—allowance 
for profit; they were “reached directly through the community of out- 
look of businessmen, rather than indirectly through each firm working 
at what its most profitable output would be if competitors’ reactions 
are neglected, and if the play of competition then varied the number 
of firms.” Once fixed, prices tended to be stable in the absence of signifi- 
cant changes in costs. However, moral considerations such as the 
“right” price were also part of the picture, and so were the history of the 
industry and the possible presence of an element of oligopoly.* 

Evidence from American sources on the actual process of price 
making differs in details but not in the general range of influences other 
than competitive profit maximization. There are considerable differ- 
ences according to the type of industry—especially between production 
goods and consumer goods, and between wholesale and retail pricing 
—but in general the evidence of habitual or conventional pricing is 
widespread. This also applies to the observance of unwritten trade 
codes, price leadership, the priority of production needs and capacity 
considerations over profit maximization, crude inventory rules, and, 
last but not least, intuitive or rule-of-thumb pricing.’ 

Security needs appear to be of particular importance in determining 
the pricing patterns in various types of business. Profit maximization 
may yield to safety as the decisive factor, and uncertainty may be so 
repulsive to businessmen that they assume the same of their customers 
regardless of the exact gain or loss involved. The case of the whisky 
industry is especially interesting because of the double security desire 
involved, not counting that of the drinker. Bonded whisky tends to be 
far more expensive than unbonded, in excess of the cost difference, for 
a smaller but certain profit is usually preferred to a larger one two to 
four years later. Moreover, the continuing impact of the prohibition ex- 
perience makes the industry especially anxious to be respectable both 
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in its profit drive and in its moderation campaigns. Conversely, intuitive 
pricing (the opposite number of habitual pricing) is likely to reflect a 
high state of self-confidence on the part of the businessmen concerned 
regardless of the objective case for or against such a policy. 

On the basis of long experience, Oswald W. Knauth summarizes the 
pricing process as follows, “A change of price is a nervous affair. The 
perfect price cannot be reasoned out. The only guide is public reaction 
which is discovered by trial and error. . . . The price is arrived at by 
obscure methods of reckoning having an historical rather than a factual 
background.” It often has little relation to the costs of manufacture; 
sometimes it is vaguely connected with whatever is considered a fair 
price. Personal rivalries may be a determining factor of great effect as 
the history of price wars in the rubber and carbon-black industries 
shows.”® Price wars rest in part on the assumption that one can guess 
the reactions of the other fellow on the basis of one’s own reactions, 
an assumption which also underlies nonformalized collusion. 

Moralistic aversion to open price competition, even while com- 
petitive practice may continue on the nonprice level, appears to have 
a substantial part in the phenomenon of price leadership. Such a role 
may originate in a power position but is derived more often from a 
reputation for sound judgment and initiative. This explains in part why 
it is usually followed more easily upward then downward. The fre- 
quent feeling of the business community against any general price 
deflation, as distinguished from a localized and temporary one, is a 
separate story. Sometimes price leadership develops from bitter initial 
competition; the person or firm that asserts itself in this contest assumes 
a reference role for the entire trade group. In this process, the func- 
tion of the price leader may become either a dominant or a barometric 
one. Similarly, unwritten group norms and personal propensities to con- 
form are important in explaining, at least in part, the puzzling phe- 
nomenon of tacit parallelism in pricing practices. 

There are definite signs that changing sociocultural values or eco- 
nomic philosophies influence pricing practices no less than other types 
of decision making in business. This applies especially to the connection 
between wage level and price level. In a survey of Michigan industries, 
the Survey Research Center found that although companies repre- 
senting 51 per cent of employees listed “labor (largely labor costs)” 
among the disadvantages of Michigan, a sizable proportion of these 
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companies also considered the high wage level an advantage as it 
reflected high productivity. This was exemplified by such statements 
as “You get more from your labor here although you pay for it” or “We 
pay high labor rates but we get high labor production.” * In France, 
Egypt, or Bolivia it would be most unusual for a businessman to make 
any such statement; perhaps it would still be in some areas of the 
United States today and it certainly would have been anywhere fifty 
years ago. The old philosophy of high prices with low wages has been 
exposed to amazing attitudinal changes in a sizeable sector of American 
business. In national policy, it is true, the concepts of depreciation of 
people (not merely plant) and of the necessity of human conservation 
have lagged behind. 

The impact of value scales upon pricing is also exemplified, in quite 
a different cultural environment, by the following statement from an 
innkeeper in a remote Alpine valley in southern Austria with a very 
conservative population. The writer heard her say, in the summer of 
1950, that she was anxious to keep her prices low because high prices 
might attract all sorts of people, whereas with low prices she could 
afford to take recommended guests only. Money power was thus asso- 
ciated with low personal quality, and downward pricing decisions 
in this case were meant to be an instrument of status policy, rather than 
profit maximization. In a different cultural setting comparable status 
goals might be aimed at through upward-pricing decisions. 

A great variety of psychological factors goes into price determination 
depending on cultural and institutional conditions. It is doubtful, for 
this reason, whether marginal analysis in a psychological vacuum can 
hope to make any decisive contribution to the understanding of actual 
business pricing. In particular, great practical limitations are implicit 
in any price analysis that explicitly or implicitly assumes pre-established 
full production, complete information, purely objective and standard- 
ized rules of accounting, or “rational” conduct in the sense of an un- 
diluted drive for profit maximization. Any such analysis would have to 
reintroduce a forbidding number of factors previously omitted before 
it could hope to be a guide for the understanding of economic reality. 
The only other alternatives in using such analysis would be, first, an 
assumption that businessmen follow marginal pricing rules uncon- 
sciously and instinctively in practice while rationalizing them away in 
interviews and other public statements—somewhat like Moliére’s Mon- 
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sieur Jourdain who had talked prose all his life without realizing it. 
Such an assumption of pre-established harmony would be very un- 
realistic indeed. Or, as a second alternative, we should have to adopt 
marginalism as a strictly normative yardstick only without any claim 
to explanation of past or present business behavior. 


Industrial Location and Investment Decisions 


While pricing, on the whole, represents the short-range type of de- 
cision making, other kinds of business decisions tend to be of a long- 
range character. This is especially true of industrial investment and 
location, Traditional location theory usually emphasizes considera- 
tions of expected profit maximization, expressed in a varying combina- 
tion of natural resources and materials including power, labor supply, 
and marketing factors, 

These assumptions were borne out only in part by the Michigan 
survey of the Survey Research Center,* In this survey, executives 
representing 64 per cent of employees emphasized proximity to mar- 
kets among the general advantages of a Michigan location; favorable 
labor situation, proximity to materials, and favorable transportation 
facilities followed far behind, in this order. Among the general dis- 
advantages of this location, labor in general (largely labor cost) was 
emphasized by executives representing 51 per cent of the employment; 
pressures from organized labor (overlapping with the former factor), 
distance from materials (especially steel), and distance from markets, 
taxes, and utility rates followed in this order. 

When it came to the actual history of the company location, however, 
executives representing 51 per cent of employees listed personal reasons 
of one kind or another, while only 33 per cent mentioned market 
proximity and even fewer listed enabling factors such as plant avail- 
ability, proximity of materials, or manpower supply. Neither the sample 
nor the replies offered an entirely conclusive picture; but apparently 
executives tended to answer questions of a more or less general kind by 
giving “economic” reasons for the choice of the region concerned, while 
they emphasized personal factors when they explained the actual loca- 
tion history of their own company in that particular town or state. 
Especially was this true of small firms. Possibly these data indicate 
that personal reasons either were perceived as an “exception” or did 
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not quite reach the conscious level; or that the respondents felt a bit 
ashamed at being somewhat less than economic men in their general 
philosophy. We have to allow, however, for possible rationalizations 
in both directions: personal reasons may conceal economic ones, and 
vice versa. For example, when “labor conditions” are mentioned, this 
seemingly economic factor may conceal a deep personal resentment on 
the part of a paternalistic respondent. Conversely, reference to grand- 
father’s pioneering in a given location may spread a cover of sentimen- 
talism over the fact that transportation facilities there are excellent. 
Inertia often is quite important as a factor that deters industrial 
movement from an established location. A number of individual 
answers which stress personal factors in the location of industries will 
be found in Appendix III. 

The same survey also yielded some factual information on invest- 
ment decisions. This information indicated that investment was not 
necessarily driven by a spontaneous desire to grow and often followed 
behind an increase in sales. In some cases a subjective feeling of com- 
pulsion to invest for competitive reasons led to semiautomatic responses 
or habitual action with regard to investment. There was a moderate 
correlation, but by no means a perfect one, between expected business 
trends and investment plans; quite a few of those who anticipated 
better business conditions had no plans to invest, and vice versa. In 
some cases expected deterioration, not improvement, of business con- 
ditions encouraged decisions to invest. Genuine investment decisions 
appeared to require strong motivational forces. 

Other studies confirm the impression that there are great variations 
in the degrees of planning and centralization that are involved in an 
investment decision, in the accuracy of anticipation of capital outlays, 
and in the differentiation between current profitability and long-range 
outlook. Apparently the reliability of such judgments is somewhat re- 
lated to the size of the firm, the amount of total investment, the age of 
existing assets, and other economic factors. There is some tendency to 
understate the investment plans, and for small enterprises to be less 
accurate in anticipation than larger ones.** Some factors of inaccuracy, 
such as cyclical fluctuations, can be classified as economic, but two 
major kinds of psychological variables are also involved: first, the 
personalities, reaction patterns, and interpersonal relations of the 
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decision-making individuals; and second, the general atmosphere of 
security or insecurity which prevails at a given time in the population 
and, especially, in the business community. 

Similarly, regular procedures for reappraisal of the remaining life 
of equipment and for revision of the depreciation rates appear to be 
none too frequent. In a good many firms the decisions involved are 
made on the basis of personal reactions rather than objective criteria. 
Especially is this the procedure in many small enterprises and, most 
of all, in family-based companies where there is no strict dividing line 
between business and household. In this type of business, about which 
little quantitative evidence is available, the business role and the con- 
sumer role of the persons concerned merge into one pattern of be- 
havior—a pattern which may seem uneconomic to the outside analyst 
or to the management of larger enterprises but which potentially has its 
own intrinsic logic. In these units, savings have alternative uses for 
either investment or consumption. The choice between self-financing 
and credit as the source of investment may involve crucial decisions 
affecting personal or family life; the liquidity preference may be ex- 
cessive because of great personal insecurity, or else liquidity may be 
reduced below business requirements so that the family cannot draw 
on the assets for consumption purposes too easily. High interest rates 
which handicap business expansion may be welcome if they also mean 
higher income during an imminent period of retirement, for many 
people habitually hate to eat up assets during that period—even if they 
were accumulated for this very purpose—and count on income from 
interest or dividends, 

In other words, the less definite the dividing line between business 
and household, the greater the likelihood that investment decisions 
will be colored by personal factors. It would be wrong, however, to 
count out such factors entirely even in very large corporations. In fact, 
the latter may be exposed to different kinds of hidden motivational 
influences which do not affect smaller enterprises in any comparable 
degree. This applies especially to long-range attitudes toward expan- 
sion and innovation, which may become a self-purpose here. 

At any rate, traditional assumptions that investment is deter- 
mined entirely by financial incentives, in the specific sense of expected 
profit maximization, are now usually subjected to important qualifica- 
tions. Profit-maximization drives frequently serve as a symbol (or 


How Is Business Done? 69 


rationalization ) of deeper urges that are rooted in personality needs or 
group norms. At a time when monetary measures and incentive taxa- 
tion receive great attention as tools of public policy, their effectiveness 
is threatened by the same mechanistic interpretation of practical mar- 
ket behavior that has plagued the older, more conventional approaches 
to economic policy. Credit and taxation undoubtedly are powerful 
tools in influencing the course of economic life, but any notion that 
investment, or managerial and other work for that matter, depend on 
monetary and tax incentives alone is psychologically unrealistic.* Ac- 
tually many “economic” factors in investment—especially the degree of 
asset liquidity and, indirectly, the reserve requirements within the 
credit network that are considered necessary—depend in a high degree 
on the perception of investors, managers, and consumers concerning 
war, slump, or inflation threats; on social or group norms; and on the 
prevailing kinds of personal needs including the state of security feel- 
ings. There are some indications that adverse market trends may tend 
to focus the attention of businessmen on short-range profit goals, and 
vice versa. 

To sum up the last few pages and to answer, in part, Question 1 
from the Introduction, important influences of a noneconomic type— 
if we follow the conventional terminology—are not an exception but 
a rule in determining the ways in which business is started, expanded, 
and currently done. Ordinarily such influences replace, supplement, 
or (most important of all) underlie those factors that are usually 
classified as economic. Decision making in business, as in other spheres 
of life, does not follow inflexible incentives or motives that are derived 
from human nature as such. Decision making depends in a large degree 
on the institutional setting, which determines the area of decisions open 
to individual or company action in the first place; on the cultural value 
system, especially in its impact upon perception and norms; and on the 
group loyalties, personalities, and individual needs of the persons con- 
cerned. The pattern of decision making in business thus changes with 
the sociocultural, institutional, group, and personal variables, and it 
may vary enormously according to the given combination of these 
factors. Under certain conditions it may, in fact, deviate in an almost 
incredible degree from what is ordinarily classified as economic deter- 
mination of business decisions. 
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Folklore, Myth, and Symbolism in Business Life 

Once it has been “discovered” that businessmen are people, at the 
company offices no less than at home, in church, or in a club, nobody 
will expect them to behave like the standardized automatons with 
whom conventional economics so often deals, or to be ashamed of 
actions and attitudes in business life which cannot be associated with 
profit maximization in any objective sense. In the following paragraphs 
some of the more conspicuous manifestations of such attitudes will be 
discussed. It should be emphasized that we are not concerned here 
with neurotic or other deviations of clinical interest chiefly. This dis- 
cussion deals with normal practices which fall outside the kind of be- 
havior usually associated by economists with rationality, whatever the 
exact meaning of this term may be. 

Astrologists and palmists are known to have a wide clientele from 
business no less than from other groups, but how many business de- 
cisions have actually been influenced by them is anybody’s guess. In 
December 1949 the Securities and Exchange Commission revoked the 
registration of an investment adviser in New York mainly because he 
based his recommendations to clients on his interpretation of what he 
believed to be a code contained in the daily comic strips. However, such 
conspicuous examples of myths in business may not be the most im- 
portant ones. The range of superstition in some areas of business be- 
havior must be considerable, if we may judge from various experiences 
of the stock exchanges, for instance, If superstition is a widely shared 
belief which is at odds with demonstrable facts and which stresses 
supernatural influences, there also are widespread manifestations of 
superstition in certain appeals to consumers. It is not always easy to 
decide, indeed, to what extent commercialized “charms,” dream books 
for lottery games, or hotels with missing thirteenth floors represent 
intentional playing on consumers’ superstitions and to what extent they 
are manifestations of businessmen’s own attitudes, l 

The desire to get rich quick with the aid of magic played an important 
role in the early history of capitalism,!* and some vestiges of this desire 
have survived. According to Bronislaw Malinowski, magic fulfills a 
definite function in coping with needs which are not satisfied by any 
other factors in the society concerned, especially in overcoming un- 
certainties in practical decisions, in strengthening confidence, and 
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sometimes in providing an established aggressive outlet for anxieties.” 
It is not too surprising to find its partial survival in an economic en- 
vironment which is characterized by widespread insecurity both on the 
social and on the personal level. 

In modern business practice such magical survivals are expressed, 
for example, in various patterns of etiquette and ritualism in business 
life including those governing club activities and conventions.’* Semi- 
magical rituals serve, in particular, as symbols of the hierarchic struc- 
ture of the business community itself, or else as a kind of incantation 
designed to ward off such sorcery as government intervention. On the 
marketing level, the symbolism that is often implicit in brand names 
and their advertising often represents a semiconscious appeal either 
to habitual reactions or to magical needs of customers. Unfortunately 
the magical or, at least, strongly emotional connotations to potential 
customers of such goods as liquor lend themselves easily to misuse by 
pseudo-business enterprises, as the failure of prohibition, for instance, 
demonstrates.!° The general impact of nonrational factors, including 
magic and superstition, upon consumer preferences and product 
differentiation and the active part which business may play in encour- 
aging or discouraging such consumer behavior represent in themselves 
a special area of studies. This area, which has undergone wide develop- 
ment since Veblen’s pioneering essays, can only be mentioned generally 
in this context.*° 

In industrial plants, paternal symbolism toward employees (and 
Sometimes toward suppliers, customers, or competitors ) and the 
rationalizations that go with it have often been observed. Some aspects 
of such symbolism have been discussed earlier. Various British authors, 
in particular, have pointed out how easily the logical arrangements 
in a plant or company that industrial theory requires are disregarded 
in industrial practice, partly because of the personality factors in- 
volved. Few of us, however, will go as far as certain Freudians who 
claim that even the choice of names for tools, fittings, or processes is 
often determined by sexual impulses.” 

Businessmen have security needs no less than other people; at times, 
during or after a severe depression, for example, such needs are likely 
to be especially frequent and extensive. The result may be certain ag- 
gressions, defensive reactions, inconsistencies, and rationalizations that 
an observer from Mars would not suspect in a group that has so long 
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been associated with cold logical calculation. This applies not only to 
emotional reaction to market fluctuations, of which the history of the 
early thirties is full; it also applies to the degree of financial security felt 
in prosperous times. In Appendix V it will be shown that—according 
to available survey data—the proportion of financial insecurity feelings 
in the managerial and self-employed group does not differ significantly 
from the proportion for the general population (about 34 per cent of all 
respondents in 1950) even though that group is usually identified with 
the more prosperous, active, and ingenious sector. 

Within the business process itself—both in its intrinsic aspects and 
in its social position—folklore, myth, rationalizatons, and quasi- 
incantations are fairly widespread. To begin with, professed support 
for competition in general is seldom matched by equal enthusiasm for 
it where a man’s own position in business is affected, It has long been a 
pattern of a good many businessmen to support and demand tariffs or 
subsidies in their own specific line while theoretically advocating free 
competition, As a rule businessmen are perfectly sincere in these recom- 
mendations, What matters here is their inability to perceive the contra- 
diction involved. To present price-fixing agreements as fair-trade prac- 
tices and freedom to form monopolies as free enterprise is too common an 
occurrence to need much discussion. Although there have been some 
attitudinal changes in recent decades, we might apply to some of our 
contemporaries what Knauth says of J. Ogden Armour, who “wanted 
free competition for the people who dealt with him, and . . . wanted 
unrestricted power to do away with competition when he dealt with 
them.” #7 

Here we step on some very sensitive toes, for the intensity of ration- 
alizations and myths increases as we touch upon the problem of com- 
petitive institutions as such, Few people like to be told by others about 
their real motives or attitudes, or to be disturbed in their established 
patterns of rationalization. This is one reason why intellectuals are sel- 
dom popular among businessmen (or farmers and workers, for that 
matter), although recent years have brought a new type of intellectually 
trained businessman, It is part of the function of a teacher or research 
worker to interfere with other people’s rationalizations even if he may 
tend to replace them by his own. 

The semantic lag between reality and lingo in business life is too 
reat to be neglected in any discussion of the subject before us. The 
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self-glorification ritual of business, which is performed regularly at 
conventions and on other occasions, has a meaning that transcends a 
mere defensive need for constant self-assertion, although this, too, is of 
considerable importance. The continuing identification of the business 
community with free enterprise even while business thrives on defense 
orders, government credit, subsidies, tariffs, and other types of public 
action can only be understood in a normative sense: many hard-boiled 
men of practice want to live in their ideal world without government, 
and in the absence of any such world, and of any hope for it, they in- 
dulge in wishful images which they then identify with reality. Thus 
they manage to contrast “the American system of free enterprise” with 
the interventionism of other nations while, at the same time, bitterly 
criticizing their government for its “socialistic” practices of the last 
twenty years. 

The underlying myth of origin perceives government as the natural 

enemy of business. This myth implies that America was born as a free- 
enterprise nation but that in recent decades it has succumbed to a 
socialistic statism due to sinister villains. Any serious student of eco- 
nomic history knows that this myth is at odds with historical reality; 
actually capitalist institutions and many specific branches of business 
were everywhere created or, at least, greatly encouraged by the 
governments concerned. What Malinowski says of the role of myth in 
primitive societies continues to apply in a considerable degree to 
sophisticated ones: 
It is not an explanation in satisfaction of a scientific interest, but a narrative 
resurrection of a primeval reality, told in satisfaction of deep religious wants, 
moral cravings, social submissions, assertions, even practical requirements. 
. . « It expresses, enhances, and codifies belief; it safeguards and enforces 
morality; it vouches for the efficiency of ritual and contains practical rules 
for the guidance of man.” 


The free-enterprise myth thus tends to become a quasi-religious 
belief with some magical traits that promise a cure for all evils. At the 
same time it is endowed with a symbolic meaning to which the pater- 
nalistic attitude that was mentioned earlier may provide a clue: the way 
in which free enterprise is contrasted with government often resembles 
a fight for independence from “father” by someone who now wants to 
be the head of the family himself and who feels that he has a moral 
right to this role. 
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Free Enterprise and the Government: Emotional Factors 


The semantic confusion surrounding the term free enterprise has 
been discussed elsewhere. In some people’s minds this term simply 
refers to private property; to others it means freedom of individual 
initiative regardless of whether or not any specific property relations 
are involved. For some the connotation concerned is absence of legal 
or actual impediments to entry into business; to others it means free- 
dom to engage in restrictive practices as long as they are private. In 
this study we are mainly concerned with the myths and emotions in- 
volved in recent use of the term by a wide sector of the business com- 
munity, led by some of its national associations—a use which has 
lately entered political life, too, with rather serious implications. 

If the term free enterprise means what the words would seem to 
indicate in any strict sense, it can only refer to a virtual laissez-faire 
situation regarding unimpeded entry into business, undistorted com- 
petition, and general absence of any artificial twisting of the market 
process regardless of whether such twisting is of a legal or an actual, a 
public or a private, nature. One need not be an economist in order to 
see that any application of such requirements to the contemporary 
scene, either in North America or elsewhere, has little relation with 
reality. An American anthropologist has described the psychological 
situation involved as follows, “Today the United States is almost the 
only country in the world in which large numbers of people cling to 
laissez-faire principles in economics and government. In its extreme 
form this is utterly unrealistic, a fixation upon a vain phantasm of the 
past.” 35 

Common observation shows that while privately owned enterprise 
prevails in the United States, it has long been modified, influenced, and 
at times guided by extensive public policies on top of organization or 
restriction of competition through business action. We have long had an 
intricate network of public grants to private enterprise, ranging all 
the way from railroad and shipping subsidies to tariffs, mail-rate sup- 
port of newspapers, and the very elaborate farm program of the last 
two decades. We have put a floor under the wage rates and working 
conditions through social-security legislation. We have had an exten- 
sive system of financial controls including an enormous tax structure, 
the reserve, discount, and open-market policies of the Federal Reserve 
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System, government insurance of bank deposits, and so forth. We have 
had elaborate programs of trade promotion, patent laws, soil conserva- 
tion, and research carried out by government agencies of a federal, 
state, or local character. We have had the Tennessee Valley Authority 
and other public programs of power supply. Last but not least, we 
have had a defense establishment ranging from the Veterans Adminis- 
tration to the foreign-aid program and the Atomic Energy Com- 
mission—an enterprise which far exceeds in size anything that private 
business could be expected to build or operate even under the most 
favorable conditions. 

In addition, there has been plenty of private action designed to 
modify or eliminate competition. Despite the long, uphill fight of the 
antitrust authorities, price fixing has been frequent and often legal 
over extensive periods—for instance, under the Miller-Tydings amend- 
ment or the basing-point system, Further, the requirements of modern 
technology and organization have raised the initial capital needs for 
entry into many industries to such levels that entry and survival have 
become extremely difficult for newcomers in these fields. 

Yet the historical myth of free enterprise is still effective and strong 
emotions remain attached to it. A whole series of identification processes 
is involved here with the help of semantic links. These processes 
provide a connection between private property of the family-store 
type (or the consumer's type) and corporate stockholding, between 
private ownership of industrial or commercial property and the gen- 
eral freedom of individual action in life, between financial business 
interests and the personal values of a farmer or workingman. 

More than that, one connotation of free enterprise tends to involve an 
atmosphere of confidence on individual and social levels alike, a feel- 
ing of independence and optimism. In this sense the concept meets a 
deep emotional need of many people, including the underprivileged, 
and assumes a moral, quasi-religious meaning: it helps them to build 
up an image, a normative ideal of opportunity, hope, or at least escape, 
quite regardless of the institutional features of business enterprise in 
economic reality. Apparently the term capitalism—which is usually 
associated with money gain rather than with personal hope—does not 
produce the same ego-involvement effect as the term free enterprise. 
“Do you believe in free enterprise?” This economically meaningless 
phrase is being asked nowadays by investigating committees in the 
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same psychological atmosphere in which earlier generations subjected 
religious beliefs to inquisition and in which they prosecuted any 
deviation from the one approved creed. The existence of any doubts 
with regard to free enterprise is in this case associated with giving up 
the hope and security which this pseudo-religious belief promises to 
the faithful. This is more than investigating crusaders can take; their 
emotion-laden belief in free enterprise ends rapidly when it comes to 
free enterprise in ideas, 

Business as a group should not be associated in any uncritical way 
with such attitudes. Many individual businessmen have reacted to 
such emotional intolerance in the same adverse way as would any per- 
son who is familiar with the real American heritage of intellectual free- 
dom. But positive action on the part of leading business organizations 
against attacks on freedom of thought has been rare, and so has any 
clean-cut disassociation from the totalitarian image of a world with 
only the absolutes of “free enterprise” and “communism”—with nothing 
else to choose from, Standardized individualism, with every individual 
expected to arrive on his own at the same social attitude and philosophy, 
is expected by many, and the explanation is in a single word, fear. 
‘Under its blows free enterprise ceases to have any economic meaning 
and becomes a kind of incantation designed to ward off personal 
threats; no one can be tolerated who fails to share in this ritual,2* 

Yet a strong case for the present economic setup could be and has 
been made on the basis of a factual and realistic picture of contem- 
porary American society. Its greatest asset, the cultural propensity to 
develop individual initiative and ingenuity without the burden of out- 
moded traditions, could only gain from encouragement of constructive 
dissent and innovation. Its greatest productivity has been achieved at 
a time when public intervention and government participation in 
economic life have also reached a peak. In other words, the productive 
performance of the American economy today amazes the world through 
the weight of facts, and the nation does not need the rotten crutches 
of an unrealistic image of itself; but a sizable sector of the business 
group hangs on to them fearfully. This is one of many cases in which 
emotional blocks prevent a social learning process from taking place 
on a reality level.” 

Nowhere is the contradiction more conspicuous than in the usual 
attitude of business toward government. The fact that business mis- 
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trust has apparently been far more intensive toward the federal govern- 
ment than toward state or local governments cannot be explained en- 
tirely from the complexion of American political parties during a 
twenty-year period, Public intervention on the national level symbolizes 
a challenge to the social leadership claim of business as a group, to its 
identification of the perceived interests of business with those of the 
nation, Hence the frantic attempts to persuade the general popula- 
tion that such challenge, and the institutional alternatives to free 
enterprise that it implies, are bound to bring dire consequences to 
everybody’s freedoms and way of life. Sometimes such attempts operate 
with the assumption that no rational or objective yardstick of ends in 
public economic action and, especially, in welfare policy and public 
budgeting is possible. 

This approach applies especially to attitudes toward taxation— 
attitudes which cannot be explained entirely from objective financial 
interests or even from the discomfort involved. It is infringement of 
the claim of social leadership that really matters here; private “taxation” 
through a price squeeze, for instance, may meet about as much eco- 
nomic resistance but will seldom arouse the same emotional reaction. 
Corporate taxes appear to meet even greater opposition than taxes on 
individual high incomes; the exposure of a detailed balance sheet to 
the prying eyes of a tax collector appears to many to be an almost 
immoral act. 

Such emotional resistance is usually rationalized into financial 
theories concerning the devastating effect of taxes upon incentives. 
Actually taxation designed to encourage incentives is a commendable 
policy, but its practical effects are often overrated. In a survey by the 
Brookings Institution of one thousand manufacturing corporations (of 
which, however, only about 20 per cent answered ) 94.7 per cent of the 
respondents believed that the incentives to work and save were affected 
by high tax rates; but only 41.8 per cent thought that high taxes affected 
the availability of managerial personnel. The conclusions of the author 
were as follows: 


The establishment of new businesses is not greatly affected by taxes. . . . 
Decisions relating to business expansion are influenced by taxes, especially 
income taxes. . . . Small and moderate-sized firms hoping to expand from 
earnings are seriously affected by the corporate income tax. . . . The vol- 
ume of money savings available for investors is profoundly influenced by 
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personal income taxes. Work incentives of wage earners are not materially 
influenced by taxes. . . . Industrial incentives are not much affected by 
property taxes. . . . Capital expansion and the level of business operations 
have not been appreciably affected by payroll taxes at recent [1947] rates. 


These conclusions, we repeat, were derived from a survey of corporate 
opinion, but if they showed anything definitely it was the fact that 
even executives were not quite convinced about the impact of taxation 
schedules on business incentives. 

Similar evidence applies to the actual effect of taxation on executives, 
In the light of a Harvard study of interviews with 160 executives, no 
substantial reduction of their work or effort has occurred as a result 
of taxes; in large companies and in most smaller corporations the im- 
portance of nonfinancial incentives and of the compulsions of ad- 
ministrative organization and discipline has been far greater than that 
of taxes. The exception is men who are on their own in all essential 
respects, especially owner-managers in noncontinuous activities, Other- 
wise the effect of taxes has been mainly a refusal of promotion or of 
employment offers when acceptance would involve a greatly increased 
burden with little increase in net compensation; sometimes retirement 
was postponed because of tax commitments, “What all history goes to 
show is again confirmed bya great deal of evidence in this study, that 
difficulty, danger, and strenuous effort are themselves incentives to 
many men.” *° Yet the emotions that are involved in business reactions 
to taxation either of companies or of executive incomes are usually quite 
strong. 

An ambivalent attitude also prevails toward the antitrust laws and 
their administration. On the one hand, this legislation finds much ac- 
claim because it is designed to preserve and encourage competition in 
general. At the very least it arouses a respectful fear of potential govern- 
ment intervention in case an undue proportion of the market should be 
conquered by any one corporation. On the other hand, nearly every 
company which finds that it has run afoul of these laws complains bit- 
terly about bureaucratic meddling. Sometimes free enterprise is prac- 
tically interpreted as freedom from any public restriction of attempts 
at monopoly. And the courts—often hampered by government at- 
torneys with a limited interest in prosecution and by laws of doubtful 
meaning—have not always been Consistent, especially with regard to 
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such factors as the motives of the defendants, their formal “meeting of 
minds,” and the “rule of reason.” *° 

The basic paradox is in the fact that capitalistic United States 
prosecutes private companies under its antitrust laws while European 
nations, which have all been exposed to some degree of socialist in- 
fluence, have no such legislation and have sometimes encouraged if not 
sponsored cartels through public action. The traditional reasons for this 
difference have been: first, the widespread belief outside North 
America in an inevitable concentration of capital, more or less along 
the lines of Marx’s prediction; second, the fact that monopoly has widely 
been interpreted outside North America as a logical outgrowth of 
competition, not its opposite; third, the basic intention of the American 
government to protect private business against itself, while many 
European governments have no particular objection to its digging its 
own grave. In other words, the American government, under the in- 
fluence of a national philosophy which associated business with leader- 
ship in society, was not at all antibusiness insofar as the system of 
private enterprise was concerned. On the contrary, the government 
desired nothing more ardently than to preserve the system, even if this 
meant action against a number of individual businesses. The latter, 
however, often misinterpreted such action as an attack upon private 
enterprise as such and were unable to perceive their own long-run 
interests as a group. 

Similar considerations apply to prevailing business attitudes toward 
contracyclical measures, full-employment policies, and most types of 
economic planning. A manipulation of interest rates, often a psycho- 
logical warning rather than an effective challenge to a real slump, will 
usually find only mild opposition from those directly affected. Full- 
employment programs, on the other hand, have unloosed bitter attacks, 
and any kind of long-range planning is apt to be associated with sub- 
version. Yet there is no objective reason why business should be opposed 
to a public employment policy of a compensatory, insurance type or to 
a concerted plan for the development of water, land, and power 
resources in an entire river valley. On purely economic grounds there 
is much evidence that such measures help business as a whole; more- 
over, they have actually been carried out on a considerable scale and 
have found wide ex post facto approval. 
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The attitudes of businessmen toward the Tennessee Valley Authority 
offer an illustration of this point. Some years ago I spent a most 
interesting morning at the office of the secretary of the Chamber of 
Commerce in a northern Alabama town. Nobody could have delivered 
a more efficient sales talk for the T.V.A. than he did; he showed me 
photos of the ghost town which this community was before the T.V.A. 
period in contrast to its booming prosperity at the time of the inter- 
view; he pointed out the many new industries which the availability of 
cheap power and the digging of a deep navigation channel had brought 
to his town. Yet, he added, he had fought the T.V.A, program tooth and 
nail at first, and so had the bulk of the business community. When I 
asked why, the real reason emerged immediately. They had been emo- 
tionally incapable of perceiving that anything good could possibly 
come out of government intervention. Several years of T.V.A. in action 
on their local level, however, succeeded in shaking and changing their 
initial attitude. 

The attitudinal factor involved here is essentially a nonrational re- 
sistence or emotional inability to admit that the business system and 
the actual degree of competition are less than fully automatic, and that 
they might require public correctives or protection. Sometimes this 
basic attitude is shaken by important new developments or a quasi- 
traumatic experience such as the T.V.A., a major depression, or a war, 
but in other cases the underlying resentment against that “rival father,” 
the government, is so intensive that those affected would rather cut 
their own throats, individually or collectively, than admit that their 
premises might be wrong. 


Pressure Groups and Social Utility 


Similar emotional blocks to the perception of economic reality result 
from the frequent failure of businessmen and, especially, of associations 
to acknowledge the simple fact that the government in America, 
regardless of party complexion, is greatly influenced by business and 
quite often staffed by business people. Their image of government is that 
of bungling, unpractical bureaucrats or academic misfits who have never 
met a payroll. When acknowledgment of the business experience and 
group association of government servants like Bernard M. Baruch, the 
two Charles E. Wilsons, Averell Harriman, or John Foster Dulles be- 
comes inevitable, further theories are sometimes adduced concerning 
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the confusing influence of government service even upon former 
businessmen. The institution of dollar-a-year men who perform public 
functions while remaining on the payroll of private corporations has 
seldom stirred up any ctiticism among business. 

Other emotional barriers to a realistic perception of economic life 
impede the general acknowledgment of the fact that many public 
controls have been instituted at the insistence of business groups, 
though usually not the ones who fight those particular controls subse- 
quently. Perhaps the most important case is the group that is so dissatis- 
fied with the effects of an unregulated market that it mobilizes political 
support in order to modify these effects through legal or administrative 
action. Jean Marchal has suggested that an entirely new theory of 
profit be developed on the basis of collective business action upon the 
market structure, the consumers, and the public authorities—an action 
designed to modify some essential factors of production and cost.** 

Inability to perceive social needs that might outrank specific short- 
run desires of the group or company, or even to see its own long-run 
interests, is one important feature of pressure-group mentality. It was 
exemplified by local resistance in some prosperous communities to the 
channeling of federal purchases into unemployment areas during the 
short recession in the summer of 1949. Another example was the in- 
difference, if not hostility, of a sizable sector of the New York garment 
trade toward municipal attempts to relieve the traffic congestion in its 
area through decentralization of operations or staggering of deliveries; 
this occurred even though the constant traffic jams had substantially 
increased the cost factor in this trade. 

Another feature of pressure-group mentality consists in the presenta- 
tion of perceived group interests in terms of social utility, if not of 
essential importance, for society. We are not concerned here with 
conscious overstatements made by group members against their better 
judgment. Such overstatements undoubtedly occur in professional 
lobbying. Rather are we interested in the range of rationalizations in 
the mind of group members, which manage to transform a narrow group 
interest or program into an absolute necessity for society. The most 
effective actor is always the one who really identifies himself with his 
part. 

In a strictly individualistic society it is theoretically conceivable that 
a given trade group, no matter how narrow or peripheral, might 
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mobilize sufficient political influence to push through a subsidy or 
tariff purely on the basis of power relations; it might then boast of this 
success openly, perhaps triumphantly, as evidence that it is smarter 
than others. This may have been fairly frequent in the past, but it is 
far less likely to happen in our period. Today every pressure group 
appears to need social-utility rationalizations for its own peace of mind. 

This applies in varying forms and degrees to large and small, 
recognized and outlawed groups. The public appeal of the farm bloc 
is still partly based on a feeling that farm products are basic to survival 
while most other goods are not and that farming is a healthy way of 
life compared with the parasitic character of big cities. Direct or in- 
direct contributions to employment, to tax revenues, and especially to 
national defense are used as arguments by almost any group, not only 
in order to solicit public recognition but, above all, to persuade its own 
members that their pursuits are worth while. The old philosophy that 
every economic activity, if not human life in general, is a racket any- 
way and that everybody should try to make the best of his own, is still 
fairly widespread on the verbal level; but usually it suffices to scratch 
the surface in order to be faced promptly with social-utility rationaliza- 
tions (claiming, Say, service to consumers) even in fields where con- 
siderable ingenuity is required to work them out. 

Such rationalizations, however, easily lead to personal conflicts of an 
open or hidden nature, and these contribute to insecurity feelings. 
Every person inevitably belongs to more than one group, and there 
is frequent doubt either on or below the conscious level concerning the 
priority of loyalties. There are also variations in the importance of the 
various groups to the individual according to the specific situation in- 
volved. Conflicts are thus apt to occur among his occupational, income, 
religious, educational, and family identifications. They occur, in par- 
ticular, between reckless advocacy of group interests, with all the 
rationalizations involved, and any social needs that are felt, especially 
below the conscious level, to transcend these group interests, 


Advertising and Security Needs 


Such conflicts of identifications and group norms tend to affect some 
fields of business more than others, They appear in an especially in- 
teresting form in an activity which easily lends itself to rationalizations 
if indeed it is not engaged in them professionally. We are referring to 
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advertising. At first glance advertising means announcement or public 
information, especially with respect to goods or services available. Any 
such definition, of course, does not cover the essence of advertising in 
contemporary economic life. Today advertising means an application 
of the communications disciplines to a skilled appeal for the acceptance 
of products, services, or aims, usually on a commercial basis of opera- 
tion. It is the ground-level neighbor of public relations upstairs and 
propaganda in the basement. The principle of the Middle Ages and of 
early capitalism that “good wine needs no bush” has long since been 
discarded with only a few notable exceptions. Advertising is now 
widely assumed to be a self-propelling agent in arousing or awakening 
wishes, hopes, fears, and other emotions on the part of the prospective 
customer, either on the conscious level or below it. Only a fraction of 
the advertising appeal is directed at his power of reasoning, though 
logic or pseudo-logic are often invoked in order to rationalize the emo- 
tions that are the real target.*? 

In skillful advertising, especially if it is of a long-range character, 
psychology may aim at influencing the prevailing patterns of ego 
involvement in a degree sufficient to alter or form specific attitudes in 
the population. Appeals to certain sectors of memory, attempts to bring 
subconscious elements to the surface (even ones affecting psychoso- 
matic factors at times) are quite common, One of the limitations of such 
techniques is the fact that they inevitably mirror in some degree the 
mentality of the advertisers themselves and perhaps that of their clients 
—their personal involvements and power and prestige needs—a fact 
which may color their selection of stimuli designed to influence the 
audience. Only the naive fringe still believes that the mere presence of 
an audience suffices to assure the effectiveness of a stimulus and that 
every band wagon actually reaches a public which is just waiting to 
Jump on it. 

It is very difficult to estimate the exact proportion of advertising that 
goes into attempts to arouse certain emotional responses on the part of 
an audience, into factual or neutral information, and into a fight against 
other people’s advertising. On the basis of publicized budgets, how- 
ever, there is little doubt that the rise of big corporations which cater 
to nationwide markets has tended to increase all of these advertising 
types and also to add a new driving force, advertising as a status de- 
vice. A nationally advertised product, especially in the field of con- 
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sumer goods, is something that a self-respecting corporation is assumed 
to owe to itself, that is, to its management, employees, stockholders, and 
customers. Even the annual corporation reports have in many cases be- 
come a glorified advertising device.** 

The effectiveness of advertising has seldom been measured in a fool- 
proof way. Success may impute to advertising certain developments 
which are actually due to different though simultaneous factors. The ill 
will or suspicions which are sometimes aroused by aggressive adver- 
tising may affect beyond repair the basic attitude of customers toward 
the product concerned. I know a person who wrote to the advertising 
manager of a cosmetics company that, although he had been using the 
product advertised for years, he was going to give it up because he was 
deeply annoyed by the daily singing commercial (which came with his 
favorite radio program at breakfast). Hard-boiled advertising men who 
do not believe in psychological subtleties may interject that they do not 
mind if consumers feel annoyed; consumers who are actually exposed 
to an aggressive advertisement will sooner or later start buying. 

Yet suspicion and resentment are poison to the effect of advertising. 
Even the medicine-man approach of hiring “scientific experts” to prove 
the superiority of this or that brand through a modern equivalent of 
incantation has lost much of its persuasive appeal. 

In its survey of industrial mobility in Michigan, the Survey Research 
Center asked manufacturers what they thought of various methods that 
had been used by several states in order to attract industry. Measured 
in percentages of employment represented, the reaction of 40 per cent 
to advertising was favorable, of 18 per cent mixed, and of 19 per cent 
unfavorable; 19 per cent did not know or their answers were not 
ascertained, and 9 per cent had not seen any advertising. Among the 
reactions listed as favorable were: “I think the advertising put out by 
the southern states has been excellent and I judge the results for them 
have been good,” and “Oh, I think advertising is good. We've never 
really been sold by any of it but it does make interesting reading!” An- 
other respondent stated more skeptically, “Well, it’s not 100 per cent 
effective; it's about 10 per cent effective.” Others had distinctly un- 
favorable reactions: “The fellow who is going to buy has to look for 
the flaws in the picture,” or, “I believe that industries gravitate to places 
where it’s best for them to go and where they want to go without help 
of advertising.” Significantly there was a certain inverse correlation 
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between the number of employees and the reaction to advertising; large 
companies showed lesser frequency in favorable and higher frequency 
in unfavorable reactions than small companies. 

This sample, of course, does not permit sweeping generalizations. 
However, resistance to advertising appears to be a more serious factor 
than business practice has often assumed. It is true that a person may 
be unwittingly influenced in a certain direction despite unfavorable 
reaction on the conscious level. It is also true that demand behavior 
on a market, for example, is subject to change during the marketing 
process as a result of new stimuli. Yet any notion that supply can always 
create its own demand faces no lesser limitations in advertising psy- 
chology than it does on the level of economic theory in Jean Baptiste 
Say’s famous Law of the Markets. Advertising creates (or, more 
accurately, stimulates) effective demand when it activates an underly- 
ing ego involvement of large groups or else when it manages to change 
basic attitudes through long-range effort. The latter is probably quite 
rare, In either case the positive or negative results of advertising do not 
necessarily depend on the intrinsic merits of the product. 

One of the most effective approaches in a society that is plagued by 
widespread personal insecurities is the appeal to the security needs of 
prospective customers, Such an appeal occurs most obviously in the 
advertising of tobacco, chewing gum, drugs, vitamins, tonics, liquor, 
laxatives, and similar products which are claimed to provide tension 
release in one way or another. Appeals to childhood eating experiences 
as symbols of a past security setting are not infrequent: “Pie crust just 
like Mom used to make it.” In other cases either sex appeal or mail- 
order religion is offered as a means to obtain security.** 

More frequently, brand names appeal to security needs either directly 
(by reducing the area of genuine decisions, promoting the formation of 
habits, and offering the customer assurance as to what he buys) or 
indirectly (by encouraging his identification with groups he admires 
or, at least, approves). Status needs are appealed to by encouraging the 
identification of the customer with Clark Gable, who smokes the same 
cigarettes, with Betty Grable, who uses the same lipstick, or simply with 
an imaginary upper-class person who feeds his or her guests with the 
same mayonnaise or whisky. Identification with patriotic, religious, or 
Successful persons or groups in general is often promoted in similar 
ways. Such appeals are frequently beamed to women on the basis both 
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of their economic role as household managers and of their assumed 
emotional characteristics. This, of course, is especially true of the 
fashion industry, but there are many other examples. 

The conscious use of psychological methods—some of them less up 
to date than others—in the field of advertising has produced a huge 
literature, which can only be mentioned here. Symbolism in estab- 
lishing connections between the product advertised and personal needs, 
especially security desires, is attempted through certain combinations 
of layout and color or through personalized appeals of a visual or 
acoustic type, which address themselves to such associations as health, 
appetite, comfort, personal appearance, efficiency, ambition, vanity, sex, 
children, fear, safety, or altruism. 

The development of radio broadcasting and, especially, of television 
has brought about some new approaches to psychological advertising 
which are still in flux. Certainly broadcasting lends itself very well to 
emotional and personalized appeals; since it relies on momentary sense 
impressions, it has to work in a highly concentrated and almost trau- 
matic way. It often attempts to reach the latter effect through a constant 
switching of attention, for example, from politics or music to product 
advertising; but instead of making listeners more susceptible this 
method sometimes leads to confusion and rejection. The danger of 
confusion is especially great when such advertising addresses itself 
to children, who are considered an important market today.” 

A detailed comparison of actual responses to commercial broad- 
casting with the responses to noncommercial stations in the United 
States, and also with the effects of publicly owned networks in Euro- 
pean nations, would be very illuminating, Certainly the usefulness of 
this advertising medium has been impeded by such practices as the 
child-appeal campaign of television some time ago. In this campaign 
was used a newspaper advertisement which, under the heading “There 
Are Some Things a Son or Daughter Won't Tell You,” depicted a child 
crying for a television set. One of the advertisements read in part, “You 
can tell someone about a bruised finger. How can a little girl describe 
a bruise deep inside? No, your daughter won't ever tell you the humilia- 
tion she’s felt in begging those precious hours of television from a neigh- 
bor.” ** Quite an array of concepts and devices of modern psychology 
is here put to a perverted use: parents are to be driven to fear that the 
personality of the child may be warped by repression of its suffering; 
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the aspiration level of the child and, indirectly, of the parents is to be 
measured by and oriented toward ownership of a television set; and 
social status needs are to be expressed and channeled in a similar way. 
Basically this method is meant to assure the use of children as un- 
salaried salesmen regardless of the emotional and family conflicts it 
may entail. 

Other misuses of psychological advertising that have attracted the 
attention of the Federal Trade Commission or the Better Business 
Bureaus have included excessive claims for antihistaminic drugs and 
sharp practices in promoting the sale of various household goods 
through alleged special discounts or consumer bonuses. In the former 
case, an appeal to the personal security needs of the customer used the 
medium of health associations; in the latter case, a similar kind of 
appeal emphasized a supposed opportunity to outsmart other con- 
sumers and perhaps even the sellers. 

Now it does not take a skilled psychologist to realize that annoyance, 
mistrust, or ill will on the part of the prospective customer is very 
detrimental to the advertising process, The socializing effect of adver- 
tising—through its help in overcoming the isolation of the individual 
consumer—can be ruined by practices which annoy him, such as the 
mixing of reading matter and advertisements; and once this has hap- 
pened, the physical fact of putting the advertisement before the eyes 
of the reader will have either no effect or an adverse one. Since it is 
pretty much a matter of common sense to realize this rule, the question 
remains why it is violated so frequently just the same. 

The only plausible answer is that advertising is often unwittingly 
addressed, not to the personal needs or security desires of the customer 
but to those of the advertiser, and occasionally to those of the pro- 
fessional agent who serves him. In view of the antagonizing effect of 
certain advertisements, the question suggests itself as to who really 
likes them unless it is the advertiser himself. To some extent they may 
reflect his own prestige needs; unless he advertises extensively he may 
not meet the role requirements that are implicitly assigned or ascribed 
to him by the rest of the industry including his chief competitors. 
Usually he will defer to the group standard no matter what his feelings 
may be on the conscious level. Sometimes the advertiser, who stands 
here potentially for an entire corporation hierarchy, feels that he owes 
it to himself to create his own brand of an identical product (say, 
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aspirin or antifreeze) and to advertise it widely and expensively. Con- 
versely, artificial product differentiation with the advertising involved 
may serve similar prestige purposes. Knauth, who has had wide ex- 
perience in this field, describes the underlying attitude of advertisers as 
follows, 

Fear that their products would be forgotten explains their feverish extortions 
to keep their names before the public. . . . Advertising policy is dominated 
by fear. Hope creeps in just sufficiently to emphasize the dominant role of 
fear. . . . Professionalized, it has become a psychological pressure, backed 
by all the tricks of repetition, analogy, and association that may make a 
product a national institution.®8 


The good-will appeal of effective advertising—and we repeat that 
none of the dubious practices mentioned should be unduly generalized 
—is of decisive importance even though it may sometimes lead to 
paradoxical situations. It is probably sound advertising policy for a 
newspaper to carry announcements such as the following, “In order to 
continue the complete presentation of the news THE NEW YORK 
TIMES was obliged to decline 180 columns of advertising for this 
issue.” The advertising of charitable or educational causes at no cost 
or at greatly reduced rates helps create good will toward newspapers 
or radio stations, and thus a predisposition for effective commercial 
advertising. 

It is much more doubtful whether the peculiar self-advertising 
campaign of Free Enterprise—sometimes disguised as “economic edu- 
cation”—which has almost become an industry in itself, has been psy- 
chologically sound, quite aside from the doubts mentioned earlier con- 
cerning the realism of that concept as such. This campaign reminds one 
of a man who keeps looking at himself in a cracked mirror while talking 
to himself. We are here concerned, not with the orthodoxy and con- 
formity aims of this campaign but only with its advertising features, 
which Fortune has summarized as follows: “Why the failure? This 
brings us to a riddle: how are democracy and free enterprise like 
toothpaste and frozen food? Or, rather, are they? Can you merchandize 
a concept as you do a concrete article?” * The cleavage between the 
product advertised and socioeconomic reality is too great to promise 
much of a missionary success. This, however, is not the actual purpose 
of the campaign, psychologically speaking; what it really represents is 
a kind of continuous revival meeting for the advertisers themselves 
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designed to reassure them of their own values and to heal their own 
insecurities. 

Advertising thus reflects, more conspicuously perhaps than most other 
lines of business, the emotional and symbolic factors that in social 
reality are inseparable from the conduct of business in an “economic” 
sense. These factors, may we emphasize once more, in turn reflect the 
cultural and historical setting in which business is actually conducted 
in a given period. 


Changing Codes of Business Conduct 
This brings up the crucial problem of the historical changes and 
sociocultural variations that occur in the basic values at the root of 
business activity. It was pointed out earlier that the term business has 
historically been associated with very different types of motivation and 
behavior. The saying “business is business,” interestingly enough, is not 
true from any comparative point of view, whether historical or geo- 
graphical. Within the United States the defensive needs of business, as 
a group, for constant self-justification—especially in terms of social 
utility—are much stronger in our period than they were half a century 
back, In many parts of the world today, such as most of the Arab or 
Latin American countries, there are few signs of a defensive business 
attitude. Fantastic profits are made and tremendous wealth is accumu- 
lated there by a very small minority, which feels no great need to justify 
this accumulation to the millions who live in squalor under its eyes, to 
their clergy, or to anyone else, On the other hand, business in most parts 
of Europe is far more defensive and less self-confident or optimistic 
than it is in the United States; it has a tendency to lie low or else to 
claim social welfare functions no less than private material purposes. 
Actually the motivation of business activity has been changing ever 

since the beginning of capitalism, in North America and elsewhere. It 
has been a long way from the early phase when making money was con- 
sidered a kind of transcendental calling—a Calvinist influence quite 
evident in the ideas of Benjamin Franklin, for example—to the period 
of rugged individualism when playing rough-and-tumble was regarded 
as something of a social as well as an individual virtue; and from there 
on to our time, in which either a genuine sense of responsibility on the 
part of business toward society or, at least, the appearance of such a 
Sense is widely recognized as indispensable. The Better Business Bu- 
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reaus mark an organized attempt to subject the conduct of business to 
social norms of its own devising in order to maintain public faith in 
private enterprise as a system. In some cases a flight from the ranks of 
corporate management into small independent business or, less con- 
spicuously, into early retirement has occurred for comparable reasons,*° 

A more important outlet for social responsibility needs is presented 
by philanthropy, especially since the partial change in emphasis from 
religious charity to general welfare goals. In the United States a great 
structure of private philanthropy has been built up with widespread 
acclaim, while suspicion regarding public welfare policies has persisted 
despite their actual expansion. In her Christmas, 1949, column in the 
New York Times, Anne O'Hare McCormick wrote, “It’s a funny thing 
about Santa Claus. At Christmas time everybody loves the jolly and 
benevolent old gentleman who delights the heart of childhood. . . . 
But when a government is called Santa Claus it is a term of oppro- 
brium. . . . Generosity, in short, is regarded as a noble attribute in 
individuals but as a vice and weakness in nations.” The movie “Miravle 
on 34th Street” had a somewhat related theme. 

There is little doubt that in the past philanthropic giving by success- 
ful businessmen has often been motivated by feelings of responsibility, 
guilt, or frustration either on or below the conscious level. The story 
of Alfred Nobel is well known: his early experiments with explosives 
resulted in a nitroglycerin blast that killed his younger brother and 
gave his father a stroke; throughout the rest of his life Alfred remained 
a lonely and melancholic person without friends, who sought escape in 
writing fiction both before and after establishing the Nobel Prizes. 
More recently the newspapers reported the deathbed order in 1922 of 
George Robert White, a soap manufacturer in Massachusetts, which 
instructed his company to contribute to charity “forever” two dollars 
out of every three dollars of net profits and not to inform the public 
until the thirtieth anniversary of his death. It is asserted that he had 
given away two-thirds of his own earnings during his lifetime—also 
that the order mentioned has not prevented his company from doing 
very well during the thirty-odd years since White died. 

In still another case which the newspapers reported not long ago, 
a man who inherited a fortune from the industrial earnings of his 
grandfather gave all of it but a few dollars away twenty years ago with 
the following explanation: “I had a shell of money about me, like a 
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mollusk. I was spineless, as the shelled creatures of nature are. . . . I 
wanted to experience the reality of being poor. . . . I've found a great 
peace. Extreme wealth is certain to distort one’s point of view. I never 
knew what living was before.” The story was revealed when, twenty 
years later, he inherited another $650,000, which he intended to keep! * 

It should of course be emphasized that any generalization of such 
cases would be quite naive. Some of them may represent manifestations 
of “abnormal economic behavior.” Yet their occurrence illustrates cer- 
tain feelings and needs which, in a less extreme or dramatic form, may 
guide the behavior of a good many persons and agencies. 

Neither should we overlook the fact that the field of philanthropy 
has often been a happy hunting ground for charity racketeers and busy- 
bodies, or an outlet for various queer mentalities. Self-assertion by 
making yourself feel important or generous, regardless of the objective 
merits of the contribution, is not infrequent. The incidence of those 
who give only for very specific purposes (for example, for readily seen 
school buildings to which one can “hold on” but not for less tangible 
scholarships or educational improvements) is still considerable, as 
every academic money raiser knows, Money raising has become an 
industry and, at the same time, a field for the kind of competitive self- 
assertion and status desires that philanthropy seeks to modify; benevo- 
lence of aim does not always seem to assure an atmosphere of kindliness 
and co-operation." 

Obviously the tax laws have influenced the rise of philanthropy in 
recent years, but this is not the full story. The investigations of the 
Russell Sage Foundation appear to indicate that the most liberal givers 
in proportion to income are both the very poor and the very rich 
groups; in 1943 families with a net income under $3,000 contributed 
over 60 per cent of the total of individual gifts. Contributions from in- 
dividuals still account for the bulk of the total, but corporation gifts 
have also become a sizable item. Undoubtedly the fact that the recent 
tax structure made Uncle Sam contribute more than three-fourths of 
any gift from a corporation in the excess-profit bracket has influenced , 
this trend; philanthropy in these cases is simply an inexpensive way to 
buy good will. Apparently, however, there is also somewhat less resist- 
ance than there was in the past to “giving away the stockholders’ 
money,” especially in those lines which feel subjected to explicit or 
implicit pressures from consumers. 
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Such corporate giving thus far appears to favor community agencies 
or research institutes that are of definite interest to the company, but 
a gradual broadening of the horizon is indicated. This new pattern of 
giving, sometimes through company foundations, is more hard-boiled 
and businesslike than were some earlier patterns of philanthropy. It 
may not always mark a good heart, but it does point to an increased 
awareness on the part of business either of social responsibilities or of 
moral defense needs. 

A very real conflict, however, has been in existence between the 
materialistic profit drive for its own sake—in which business supposedly 
has always been engaged if we are to accept its own traditional assump- 
tions as well as those of most other people—and various ethicoreligious 
norms which either have survived from earlier periods or have newly 
been created in the course of social development. Attempts to resolve 
this conflict in some way have far exceeded philanthropy even of the 
most genuine kind. The conflict has assumed various forms. One of the 
most important ones has been the contrast between the norms to which 
a person is subject in church on Sunday and those which govern the 
executive office on Monday; genuine piety and hard-boiled profit 
maximization, assuming the person concerned subjectively believes in 
both, are not easy to reconcile unless either complex rationalizations or 
reckless cynicism prevail. 

The latter is illustrated in the novel The Naked and the Dead, by 
Norman Mailer, in this statement of General Cummings’ father: “He’s 
right and I’m right, and it’s just in religion you act one way, and in 
business, which is a lesser thing, well, you go about things in another 
way. It’s still Christian.” If we assume that extreme cynicism is rare, a 
successful reconciliation of two contradictory codes would presuppose 
a central ego attitude that would combine two entirely separated 
systems of involvement in each individual concerned, a psychological 
task of staggering difficulty if mental balance is to be preserved in the 
long run.** 

Aside from religious norms, certain secular values from the feudal 
or early capitalist periods continue to have some effect upon business 
standards in our time, especially in Europe. These values, too, fre- 
quently conflict with contemporary economic norms, as will be shown 
in the next chapter. Material success is sometimes achieved at a sacri- 
fice of ethical standards of a precapitalist, capitalist, or postcapitalist 
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character, either on or below the conscious level; and this, too, may lead 
to nervous tensions involving fear of more success, for example, or else 
to an interpretation of economic failure of either an individual or of 
society as punishment for improvidence, laziness, or luxury. 

In a society where money gain and assets measure status, the lure of 
an indifferent attitude toward the source of gain is likely to be con- 
siderable. Money greed, it is true, may also occur in totalitarian or 
collectivistic societies, for somewhat different reasons. Since strict rules 
of the game are not always available in our society—and, where avail- 
able, do not necessarily produce readiness to abide by them—someone 
has to step in in order to ensure observance of assumed standards and 
perhaps to protect the moneymaker against himself. When the authority 
of religious norms and groups is weakened, either public agencies or a 
self-policing of the business community is invoked. The codes of fair 
competition of the defunct National Recovery Administration, the 
Federal Trade Commission, the Securities and Exchange Commission, 
and the antitrust agencies all came into existence when the self-policing 
method failed to work. In the case of the professional ethics of physi- 
cians, lawyers, and accountants the self-policing approach has been 
more successful without always eliminating the conflicts of codes 
either between professional ethics and business incentives or between 
group self-regulation and the public interest at large. 

The familiar saying, “We are not in business for charity,” illustrates 
the practical problems involved in reconciling the various norm systems 
that are widely recognized as valid in our society. In March 1950, for 
example, the newspapers reported that a country banker in Westphalia, 
Michigan, got into financial difficulties by allowing substantial over- 
drafts because he could not bear to see his friends in trouble. This case 
was somewhat reminiscent of the movie “Mr. Deeds Goes to Town,” 
in which a small-town fellow distributes to poor farmers a million 
dollars that were handed to him and is cleared of insanity charges by a 
judge with the words, “You are the sanest man I have ever known.” 

The personal impact of conflicts between norm systems in contem- 
porary society will be discussed in the next chapter. In the present 
context we merely wish to point out that such conflicts are real in 
practical business life as well as in other social processes. Individual 
doubts and collective guilt feelings on or below the conscious level 
affect top business groups no less than other people, thus contributing 
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to the constant and far-reaching re-examination of values and standards 
in the course of business history. 

It is a matter of opinion whether such historical re-examination is 
to be interpreted as a sign of strength or a symptom of weakness, and 
whether the pattern of business that has thus far emerged from it will 
display less or more vitality than did the older one. In a rather unhappy 
mood Joseph A. Schumpeter attempted to show that capitalism was 
doomed because it tended to undermine its own values and to remove 
its own incentives in the course of history. In his last paper he claimed, 
in particular, that “capitalist activity, being essentially ‘rational,’ tends 
to spread rational habits of mind and to destroy those loyalties and 
those habits of super- and subordination that are nevertheless essential 
for the efficient working of the institutionalized leadership of the pro- 
ducing plant.” “ Others might prefer to assume that it was the failure 
of capitalism to spread sufficiently those “rational habits of mind” in 
actual business life—and not its success in doing so—that knocked the 
bottom out from under its original beliefs concerning human traits. 
Still others might not discern any change or problem at all. 

The fact remains that the self-confidence of business as a group has 
suffered severely from the blows of history in Europe, and that it has 
not been spared all damage in North America either, despite outward 
exuberance and productive success, A recent American author even 
speaks of a “capitalist death-wish . . . a tendency, working silently 
within the organism, causing it to make the decisions which will guar- 
antee its own disintegration. . . . The Communists continue to get 
their most effective cooperation from the frightened, ignorant and 
despairing rich, driven by dark impulses beyond their own control to 
conspire in their own destruction.” * Whether or not we agree with this 
idea, it receives some support from the existence of wealthy “angels” 
of the Communist Party who are trying to rid themselves, in this hope- 
less way, of the guilt that they feel adheres to their money. More im- 
portant than that, there is ample evidence of a defensive group atti- 
tude on the part of business in our period. This attitude is manifested by 
the extreme sensitivity of this group toward public opinion. 

There is little objective evidence, however, of any widespread resent- 
ment on the part of the American people toward business in general or 
even toward big business, Appendix IV offers data derived from a 
survey of public attitudes toward big business, including some tables 
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of occupational distribution. These tables indicate that there are no 
decisive differences between the business groups themselves and most 
other occupational groups in their evaluation of the economic and 
social role of big business.*® It is true that the businessman has often 
been pictured as a villain in American literature—by Jack London, Sin- 
clair Lewis, Booth Tarkington, Frederic Wakeman, Marcia Davenport, 
John P. Marquand, and others—but as long as business could lean back 
on its self-confidence these novelists were regarded as approved court 
jesters. Apparently the sensitivity of business and its need for affection 
have greatly increased since the Great Depression. 

It may be that under the cover of defensive and largely self-deceptive 
incantations business has been undergoing another major shift in values 
and motivation on top of the important changes experienced since the 
beginning of modern capitalism. Semantic lags exemplified by the Free 
Enterprise campaign still remain, but in its perception and accepted 
norms of behavior American business has changed considerably, 
assuming more social responsibility. It still claims the role of social 
leadership, but this claim is now increasingly raised in reference to a 
past or promised contribution to social welfare; it is no longer asserted 
on the basis of rugged individualism as a transcendental privilege. 
Hence the actual acceptance of a wide measure of social-security 
policies despite vigorous rear-guard action on the verbal level, and 
also the wide business use of applied psychology in order to ascertain 
and possibly to influence the climate of opinion among consumers and 
citizens at large. 

Perhaps business has simply become the prisoner of its own adver- 
tising line—the recent appeal to social values and social contribution 
—but the net result is the same. Profit maximization, which business 
on the whole still perceives as its main yardstick or raison d'être, is 
now presented as an economic function that involves many obliga- 
tions toward society, It is a matter of opinion whether one chooses to in- 
terpret this shift in values and motivation as a historical process of 
group learning, in the sense of change in cognitive structure, or else as 
a sign of aging, either on the part of the business system or in terms of 
a population trend. There is little doubt about the far-reaching nature 
of the change itself, even allowing for rationalizations and public- 
relations stunts. 

This brings up our final question. How durable can business be ex- 
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pected to be, not merely as an institutional setup but as a state of 
mind? Since it came out of somewhere in the past, it might conceivably 
disappear again at some future date. This, however, is not the most 
meaningful way to put the basic question involved. What really matters 
is what is to replace or supplement profit as the great economic yard- 
stick once we realize that profit is not the all-embracing or durable 
standard that it has long been assumed to be. The answer is that to the 
extent that profit actually represents other, more ultimate, motives it 
might sometime be replaced by other, more direct yardsticks and re- 
wards of achievement, as it actually has in sizable areas of economic 
life. In other words, to the extent that profit really symbolizes self- 
assertion or social status, other measures of either need might increas- 
ingly come to the fore without any loss in economic efficiency or 
managerial performance, 


Conclusion 


The first of the questions raised in the Introduction can now be 
answered as follows: Far from being a universal single-minded drive 
for profit maximization, the underlying motivation of business activity 
represents a complex and varying structure of financial, institutional, 
cultural, and personality factors. Accordingly, this motivation varies 
with the locale concerned; the type, size, and history of the enterprise; 
and the personal background of the individuals who manage it. It is 
subject to strong influences from such extraneous factors as the world 
situation, political trends, community affairs, and the pattern of family 
life. It is of a somewhat more impersonal character in the executive 
management of large corporations than it is in small owner-manager 
units, without ever eliminating completely the impact of the business- 
man’s personality. l 

The perception of a business situation and the pattern of expecta- 
tions and decisions, such as those affecting pricing, location, and in- 
vestment, are strongly influenced by the prevailing sociocultural scale 
of values, This fact in large part explains the variations in business be- 
havior from country to country as well as the historical changes in 
American business behavior. 

The business mentality and the successful business activity of in- 
dividuals thus depend on a varying combination of, first, objective 
economic factors such as the institutional setting, the aggregate in- 
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come, the monetary and fiscal policy, population trends, and the state 
of technology; second, personality factors such as the degree and type 
of aggressiveness, anxiety, or conformity in an individual; and, third, 
the sociocultural and group scales of value such as ethicoreligious 
standards, group norms for personal ambition, or social appraisal of 
material success, Business activity, therefore, is guided by a complex 
and varying array of motives, among which those ordinarily classified as 
economic represent a fraction of changing importance. ideponding on 
the locale and period, 

Aside from being subject to such historical and geographical varia- 
tions, the conduct of business in our society is based on a far more 
complex motivation than many businessmen realize. Not only are 
there many kinds and levels of doing business, but on each of these 
levels the actual meaning of profit orientation is different. Various 
types of business practice coexist and are interconnected through the 
market, but this does not mean that everybody does business for the 
same reasons or that the actual reasons are always revealed on a 
conscious level. Profit maximization is important as a general financial 
principle but it does not explain very much with regard to actual 
business behavior. Many business actions contradict this principle in 
practice. Even where it is most influential the fact remains that in any 
given period and locale some people are driven by a strong desire to 
make profit (not necessarily to maximize it) while others are not, that 
the comparative incidence of these types fluctuates, and that various 
people try to achieve such an aim by widely different methods. The 
drive for profit maximization, such as it is, often reflects or symbolizes 
deeper needs of a social or individual character—needs for personal 
assertion, prestige, power, security—which could potentially be satis- 
fied (perhaps better satisfied ) through other means. Human beings and 
groups are complex, fallible, and changeable, no less so in business proc- 
esses than in other life situations. 

Business as an institutional setup and as a state of mind has been 
undergoing great changes in America and elsewhere, changes which 
affect its attitude toward profit maximization and social responsibility. 
This trend should finally be accepted and appreciated by business it- 
self. It is not necessarily a ground for worry or defensiveness. At the 
Same time, business conduct inevitably reflects sociocultural condi- 
tions in their impact upon prevailing values and patterns of per- 
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sonality, Any attempt to remake business abroad in the image of 
American business (especially in an unrealistic image) would, there- 
fore, be quite hopeless, but there is undoubtedly a wide field every- 
where for technical improvements in productive or organizational 
efficiency. 

Although business in the sense of an exclusive, fundamental, and 
unqualified orientation toward profit has become rare in this part of 
the world, if indeed it ever existed in any strict sense, many great ven- 
tures and achievements have been carried out in the name of profit. As 
long as no other, more direct, standard of personal self-assertion and 
social status receives wider recognition, society will presumably con- 
tinue to give those who think they carry out their productive pursuits 
for profit an opportunity to do so. Adequate social checks, however, 
are necessary in order to prevent them from taking their own assumed 
motives too literally, in terms of the prevailing values of ethics and 
welfare. 

A realistic picture of world society with its great variety of value 
systems and motivations could save American business many frustra- 
tions; it could contribute to greater clarity about its own motives; and 
it could help in preventing a defensive-aggressive oversensitivity 
toward analysis of historical, cultural, and psychological differences 
whenever such analysis cannot avoid disturbing sacred cows. This, 
indeed, brings up the crucial question of interaction between insta- 
bility in economic and social life and the wide incidence of personal 
insecurities in our period. 


Chapter III 


Socioeconomic Instability 


and Personal Insecurity 


THE dynamic effects of a competitive business economy have 
traditionally been associated with lack of security for anyone under the 
system. The absence of economic guarantees for the individual or firm 
has been assumed to act as a powerful stimulus for efficiency in working 
and in doing business. 

At the same time, economic insecurity and personal insecurity have 
usually been considered occurrences or problems on two entirely differ- 
ent levels of human experience, which might coincide occasionally but 
should not be confounded simply by virtue of a semantic pseudo- 
identity. As far back as 1914, it is true, a well-known, psychologist 
attempted, somewhat casually, “to show that our social difficulties are 
ultimately dependent upon mental conditions which ought to be 
cleared up with the methods of modern psychology”; * but most of the 
time psychology and the social sciences proceeded quite separately. 
More recently the question has been raised whether there might not be 
a causal connection in the opposite direction, i.e., from socioeconomic 
problems to psychic problems; or perhaps there is some other correla- 
tion to be defined. In order to avoid any semantic misunderstanding, 
we shall apply the term insecurity to personality factors and use the 
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term instability to characterize happenings or conditions on the socio- 
economic level. 

To assure a meaningful discussion of the problem raised here, in line 
with Question 2 of the Introduction, it is essential, first, to point out 
the specific types and manifestations of socioeconomic instability in 
a business economy as compared with other types of economic society; 
and, secondly, to specify also those kinds of personal insecurity whose 
occurrence and incidence may be rooted in socioeconomic conditions. 
The question then to be determined will be whether there are any 
impressive indications of correlation between socioeconomic insta- 
bility and the incidence of personal insecurities; and if so, in which 
direction any causal connections would seem to work. We use the term 
indications because we cannot hope at this point for any unassailable 
evidence of a quantitative type. We must confine ourselves to a number 
of promising hypotheses which may lend themselves to empirical veri- 
fication sooner or later. 


Socioeconomic Instability: Types and Impact 

Strictly speaking, the term instability refers to extensive and un- 
controlled fluctuations in economic and social life which face either 
individuals or groups (especially, firms or families). It should be em- 
phasized that stability in this sense is clearly to be distinguished from 
either stagnation or absence of change.’ Likewise, stability is not the 
same thing as predictability. Sometimes instability can be predicted no 
less than stability. Yet the prediction of a rise in prices, inventory re- 
duction, or unemployment does not necessarily mean that everybody 
will hedge against it. Even in the absence of disagreement among fore- 
casters, blocks to perception, and unconscious influences will prevent 
many people from hedging, a fact which need not discourage continuing 
endeavor to predict objectively, 

For the time being, this discussion will generally refer to socio- 
economic instability as it affects the individual, even though the group 
situation may be the real trouble. The first major question to be 
determined concerns the ways in which such instability in our contem- 
porary society differs from comparable conditions in other societies. In 
most phases and periods of culture and society, it is the constant strug- 
gle with nature that makes for uncertainty and instability. In primitive, 
as in ancient and mediaeval societies, the threat of hunger seldom dis- 
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appears for a lengthy period. Even when it does, the threat of natural 
disasters, such as floods or droughts, usually lingers on. Epidemics or 
the memory of them contribute to instability. The danger of war is 
usually present and war means both hunger and epidemics. 

Although much of the recurrent instability in such societies is thus 
due to deficient control of natural forces, the kind of instability that 
is man-made or imagined, according to our standards, is usually of 
even greater impact. Even when the objective dangers from natural 
events or external aggression are moderate, a constant threat of dark 
forces often disturbs economic society, sometimes leading to an all- 
pervasive fear such as the one that plagues the people of Dobu. Malig- 
nant spirits may place a curse on someone, or on the whole population 
as the Alorese, for instance, assume. These spirits may have to be 
appeased by costly feasts, making wealth a requirement for security. 
Men, therefore, spend practically all of their time on a fearful pursuit of 
finance, while women work in the rice fields to the neglect of their 
babies. In other societies, such as the Ashanti, a correlation between 
deprivation and aggressive behavior can be observed, while in still 
others, such as the Comanche, a strong personality is achieved in an 
economically labile society, by robbing other societies. Anxieties may re- 
sult from reduced stability in the wake of a far-reaching change in 
economic methods, such as the shift from dry to wet-rice cultivation 
(due to land depletion) among the Tanala of Madagascar, with result- 
ing changes in property relations. 

In these cases, we repeat, the social prevalence of man-made anxieties 
—owing to imaginary threats which, in turn, can often be traced to 
inadequate understanding or control of nature—encourages more 
socioeconomic instability among certain primitive populations. Similar 
trends can be observed among other precapitalist types of society, as, 
for example, the feudal. They are by no means absent in Western 
societies; Carlo Levi, for instance, in his remarkable book Christ 
Stopped at Eboli, describes the common belief in witchcraft in southern 
Italy today, with its disastrous contribution to poverty and instability 
of economic life.* 

At the same time, it should not be assumed that there is an automatic 
connection between poverty and aggressive behavior in a population. 
It is not true that men who are hungry are necessarily warlike. Starving people 
are often apathetic and resigned to their fate, especially if there is no immedi- 
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ate expectation that by the use of force they could improve their condition. 
At the same time, hungry men are not able to organize their lives into a suc- 
cessful pattern that would facilitate peaceful and productive relations with 
other people. Hence a society in which hunger is prevalent is an insecure 
society.* 

There is some evidence that hunger with hopeful expectations is often 
conducive to increasing efficiency, while hunger without hope fosters 
morbid attitudes, 

The lasting stability of an economic society depends in part on 
whether it succeeds in creating a basic personality that performs effec- 
tively, at least in terms of that society, or whether a fundamental conflict 
arises between basic personality and socioeconomic requirements. A 
change in objective conditions, such as the exhaustion of good land, 
may result in such a conflict where none existed originally. We must 
beware, however, of evaluating such socioeconomic requirements or 
conflicts in terms of our own culture, which often assumes quite differ- 
ent thinking patterns, emotional responses, and values.® 

Even if allowance is made for the frequency of man-made or 
imagined instability in earlier forms of society, the direct or indirect 
impact upon them of inadequate control over nature remains over- 
whelming. Socioeconomic instability, it is true, is by no means universal. 
Some economically or technologically primitive societies show a high 
degree of stability over prolonged periods as long as no natural disaster 
or interference from the outside world occurs. At any rate, the pro- 
nounced lack of stability in the Western competitive societies of the 
nineteenth and twentieth centuries should not be confounded with the 
kind of problems facing noncapitalist societies. Our own period and 
phase of society is characterized by rapid progress in mastering the 
traditional threats from nature, by the elimination of much belief in 
magic and many superstitions of the past, though by no means all; but 
also by the introduction of new institutional factors of socioeconomic 
instability in the short as well as the long run. 

This discussion is not meant to imply that every aspect of economic 
stability is good or that every aspect of instability is bad. To mention 
one recent case, currency stabilization in conquered Germany after 
1948 was accompanied by a psychological transition, on a national 
scale, from submissive to aggressive attitudes, which are equally full 
of dangers, in the light of German history. Similarly, the question of 


Instability and Insecurity 103 


whether or not the contemporary factors of instability represent either 
necessary or desirable incentives to industrial efficiency requires a 
separate discussion (see Chapter V). 

With these qualifications, to which others could be added, the main 
types or sources of economic instability in our society are the following: 

1. The competitive process as such, Even in the assumed absence of 
large-scale economic fluctuations and with full allowance for pro- 
ductive or other advantages that may result from competition, a com- 
petitive economy inevitably means continuous turnover in the business 
population and ever-present threats to every business firm, to every 
established type of production or commerce, and at times to whole 
industries. In the absence of extensive regulation, competition means 
a continuous fight for survival against bankruptcy, against underselling, 
and against monopolistic practices of others in formal or informal ways. 
The very argument for unfettered competition, namely, its propensity 
to keep everybody on his toes, implies a high degree of economic 
instability both on the individual and on social levels. 

2. The business cycle. Opinions are divided on whether or not there 
is any real rhythm or regularity in the cyclical fluctuations that have 
been observed since the beginning of the capitalist system, and on 
whether or not we are justified in speaking of a business cycle as such, 
rather than various types of special cycles. There is no doubt, however, 
about the general impact in our period of recurrent swings in economic 
activity. The mere anticipation of a probable or possible repetition of 
slumps, an anticipation which has been widespread since the great 
depression of the thirties, is bound to have a far-reaching psychological 
effect. A New York Times survey of business expectations, summarized 
in the issue of November 24, 1952, showed widespread worry among 
businessmen despite continued prosperity, simply because “things are 
just too good to continue” (somewhat on the theme of Schiller’s poem 
Der Ring des Polykrates). Sometimes fluctuations from boom to slump 
appear to be accompanied by swings from mass excitement to mass 
frustration, and vice versa, but any such trends still await explora- 
tion, 

3. Deflation and inflation. The question of whether the fluctuations 
in money and credit circulation and in price levels are primarily a cause 
or an effect of the cyclical swing need not concern us here; in either 
case they are a characteristic of our economy. This is not the place to 
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enter into a controversy on monetary policy, but in the public mind 
deflation is usually associated with bankruptcy and unemployment 
while inflation means a loss in consumer purchasing power and money 
value in general. It could, of course, be argued that such fluctuations 
are a necessary part of a self-adjusting mechanism, or that deflation 
means lower prices for the buyer while inflation mirrors a boom—at 
least as long as the swings are moderate—but even this argument would 
not deny the contribution of oscillations in credit supply and money 
value to economic instability in general. 

4. Unemployment. The most important effect of cyclical fluctuations 
upon an industrial population is, of course, the periodic occurrence of 
unemployment, though the business cycle is by no means the only cause 
of unemployment. The latter is also potentially influenced by seasonal 
and technological factors, the special problems of age, sex, minority, or 
substandard groups, unstable occupations, lags of industrial or agrarian 
development behind population trends, and so forth. In nearly all of 
its forms—excepting only that which results from relative underde- 
velopment of resources, often concealed by socially wasteful employ- 
ment—mass unemployment represents a periodic or chronic form of 
socioeconomic instability that is peculiar to industrial or semi-industrial 
market economies. It is supplemented by a relatively high (and some- 
times excessive ) degree of geographic and occupational mobility, which 
is likewise peculiar to market economies. Various plans for guaranteed 
annual wages aim at increasing the security feeling of workers as well 
as the stability of their incomes, but thus far such plans have found 
very limited applications. 

5. Housing shortage. The inadequacy of the housing supply has by 
now become so universal that it must be listed among the typical forms 
of economic instability in contemporary society. The two World Wars, 
of course, have greatly influenced this situation, but the roots of the 
problem are deeper. Housing is a field where the market principle has 
rarely functioned properly insofar as facilities for the lower and middle 
income groups have been concerned. The shortage has now become 
chronic or endemic nearly everywhere. The resulting lack of privacy, 
the social morbidities, and the individual difficulties in following up 
favorable job openings, in long-range family planning, and so forth are 
a powerful factor in socioeconomic instability in many countries.’ Slum 
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clearance, it is true, has not always avoided the disruption of com- 
munities, of deeply rooted habits, and of informal social organiza- 
tions. 

6. The old-age problem. The challenge of high infant mortality and 
periodic epidemics, which faces so many societies, has largely been 
met in America only to be replaced by other population problems. New 
sources of disability, such as industrial hazards and traffic accidents, 
have now appeared on a mass scale, and medical care has become a 
great financial problem. At the same time, the average life span has 
been extended so greatly that social and, very often, individual pro- 
visions for a long period of retirement have turned out to be inadequate 
both economically and psychologically. The worry about obtaining 
an old age that is carefree yet socially useful and personally fruitful 
contributes, for an increasing proportion of our population, to an 
atmosphere of socioeconomic instability.’ It is interesting to note, in 
this connection, the high proportion of people in the United States 
today who consider social-security provisions inadequate and who 
favor their expansion and the fact that—in contrast to many people’s 
predictions—people with social-security coverage are more likely than 
others to own private life insurance also, Most people appear to favor 
a combination of individual and collective sources for old-age support. 
All this indicates a widespread concern about old age; those who are 
most seriously concerned tend to grope for both individual and collec- 
tive antidotes. The following data were collected by the Survey Re- 
search Center, University of Michigan. 


OPINION or Aprguacy or SOCIAL SECURITY AND COMPANY PENSIONS 


“Speaking of government old-age insurance and company pensions, in 
general, do you think these plans give older people enough to live on?” 


Degree of adequacy Per cent of all families 
Definitely adequate 3% 
Adequate 1l 
Depends 13 
Not adequate 51 
Definitely not adequate 13 
Don’t know 6 
Not ascertained 3 


Total 100% 
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OWNERSHIP oF PRIVATELY PURCHASED INSURANCE, BY OLD-AGE 
SECURITY COVERAGE * 


Percentage distribution of families in each group 
Privately Purchased Old-Age Security Coverage 


Life Insurance Owned Covered Not covered 
Own 82% 70% 
Do not own 18 30 
Total 100% 100% 
Number of cases 667 354 


è In this table the “covered” group refers to families the heads of which reported 
being covered either by social security, a company pension plan, or both. The same 
is true for the table which follows. 


OPINION OF ADEQUACY OF INSURANCE COVERAGE, BY OLD-AGE 
Security COVERAGE 


“We're interested in knowing how people feel about their own life-insurance 
protection. Do you feel you are carrying the “right” amount of life insurance 
for you, or is it more than you feel you need, or less?” 


Opinion of Adequacy of Own Old-Age Security Coverage 


Life Insurance Coverage Covered Not covered 
Carry too much 3% 3% 
Carry the right amount 45 62 
Carry too little 49 81 
Don't know 2 3 
Not ascertained 1 1 
Total 100% 100% 
Number of cases 632 801 


7. The socioeconomic impact of science and technology. The rapidity 
of scientific discovery and its technological application, exemplified by 
the development of aviation, electronics, and nuclear energy during the 
last few decades, has outpaced completely the adjustment of socio- 
economic institutions, policies, and attitudes to the requirements of an 
industrial era, This cleavage greatly exceeds the general human effects 
of an industrial economy—such as fatigue, monotony, and “morale” in 
a narrow sense—regardless of whether or not one believes the ques- 
tionable assumption that such effects of industrial technology would 
be with mankind under any socioeconomic system.’ 

The innovations referred to have been great enough to have trau- 
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matic effects upon social attitudes, although their manifestation may be 
temporarily retarded by the escapist use of modern mass media, another 
product of the scientific and technological revolution. Actually these 
same means of rapid communication tend to spread a sense of im- 
pending hostile and threatening events everywhere. 

Individuals and governments alike face rapid changes in the basic 
facts of economic life: consumer goods, standards of living, energy 
sources, modes of production, cost factors, military needs, and man- 
power requirements are in a process of hectic change toward unknown 
goals. The discovery of the almost unlimited yet uncertain possibilities 
of either progress or destruction, including the transformation of 
matter itself, has contributed in a high degree to the instability of our 
socioeconomic arrangements even where the hope for mainly peaceful 
applications of the new technology still prevails. Apparently a sizable 
minority would rather do without atomic energy altogether if they had 
the choice. 


ÅTTITUDES TOWARD Atomic ENERCY 


“Considering all its uses in peace and war, do you think we will be better off 
for having discovered atomic energy, or would we be better off if no one 
had discovered it?” 


Atomic First Second 
installation areas matched area® matched area ° 
Much better off with 
atomic energy 6% 3% 5% 

Better off 53 55 51 
Neutral, pro and con 14 16 14 
Worse off 19 19 20 
Much worse off 1 1 1 
Don’t know 4 4 5 
Not ascertained 8 2 4 


100% 100% 100% 


© The matched areas are communities that are comparable, in the size and struc- 
ture of the population, to the atomic-installation areas without having such installa- 
tions. 


It is interesting to note the receptiveness of a sizable minority of the 
population toward rumors about the odd or unusual effects of atomic 
energy. Even if allowance is made for the spread of factual misinfor- 
mation, the credulity of people is still of some interest as a symptom 
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of the anxieties which express themselves in such reactions to the 
atomic discoveries: 


ACCEPTANCE OF Opp OR UNUSUAL INFORMATION AS “TRUE OF 
Atomic ENERGY” 


Percentages of population having heard of one or more “effects” associated 
with either military or nonmilitary uses of atomic energy 


Instal- First Second 
lation areas matched area matched area 

Odd weather changes 14 12 18 
People blinded 28 23 26 
Grass and other growing things 

killed 26 24 29 
Water poisoned , 17 17 18 
Unexpected explosions 9 6 8 
Things burning 18 16 17 
Explosions of volcanoes 4 2 5 
Things generally being danger- 

ous to touch or be near 40 38 39 
Diseases 18 22 17 
Making some people dangerous 

to touch or be near 20 18 20 


ACCEPTANCE OF Opp OR UNUSUAL INFORMATION AS “TRUE OF NONMILITARY 
Uses or Atomic ENErcy” 


Percentage 
of population 
having heard of Per cent of 
one or more “effects” these believing 


Odd weather changes 15 53 
People blinded 17 86 
Grass and other growing things killed 18 76 
Water poisoned 13 86 
Unexpected explosions 8 80 
Things burning 13 84 
Explosions of volcanoes 4 7 
Things generally being dangerous to 

touch or be near 34 89 
Diseases 16 83 


Making some people dangerous to 
touch or be near 18 82 
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8. Industrialized warfare. A sequence of World Wars, interrupted by 
periods, not of assured peace but of uneasy truce or cold war, would 
ever be a cause of widespread uncertainty. Coupled with the fast 
development of industrialized warfare, the necessity to adjust the 
economy to the possible requirements of a future war long before it is 
definitely known whether and when one will actually occur has upset 
many traditional assumptions of a competitive economy. The constant 
struggle of two entirely different sets of principles and value systems 
in economic policy—one based on competitive markets and the other 
on a potentially total planning for all-out warfare—could not possibly 
be conducive to socioeconomic stability. On top of this predicament, 
the anticipation of the possible destruction of big cities, and perhaps 
other population groups and facilities, in the course of atomic warfare 
would make any assumption of long-range stability in the countries 
concerned quite hopeless, Some groups loathe the socioeconomic 
equalization which is implicit in the threat of wholesale indiscriminate 
destruction. 

It is true that once an actual war situation develops, neuroses appear 
to recede, while psychoses remain unaffected. This, at least, is the find- 
ing of some investigations of war neuroses in various countries during 
the second World War. Even air raids affected the mental health of the 
population very slightly. Apparently in an acute yet prolonged state of 
emergency the self-centered orientation of individuals tends to decrease 
and a certain “depersonalization” takes place. Neuroses thus may de- 
velop more readily against a background of perceived security for 
other people than against a background of universal and equal threat. 
A universal emergency is a frightful price to pay for release from 
the preceding tensions, especially if one realizes that they may re- 
appear as soon as the emergency is over.’* Incidentally the indica- 
tions that neuroses may disappear temporarily during severe chronic 
stress only to emerge when it is over are confirmed by observations 
from concentration camps. “No new cases of psychoneuroses originated 
in Theresienstadt. Old and long-lasting conditions of that kind im- 
proved to such an extent that the patients could be considered as 
practically cured. After the liberation, however, neurotic conditions 
could be observed in some of the former internees.” ** 
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“Confidence” in Economic Life: Meaning and Range 

Socioeconomic instability in our period tends to create a general at- 
mosphere of suspicion and anxiety even when the individual or group 
concerned is in a relatively safe position objectively speaking. Time- 
honored concepts of economic thought such as expectation, uncertainty, 
and risk assume an entirely new meaning when the social atmosphere 
in general, instead of purely company-wide reactions and decisions, 
becomes the central factor. Morale and confidence, two other concepts 
on the fringe of economics, likewise refer increasingly, not to specific 
company attitudes and market situations, but to the socioeconomic out- 
look in general, to the social “field” in which business decisions take 
place. 

Specifically, fluctuations in saving, spending, and investment today 
appear to depend in a large degree on people’s ideas of the general out- 
look, rather than on past experiences or the objective situation of the 
individual business or household unit. Survey data on feelings of 
“financial security’—admittedly a far more specific concept than that 
of socioeconomic stability—in their relationship to the evaluation of 
the general outlook and the personal financial situation will be found 
in Appendix V."* Data from the same source concerning the spread of 
worry on domestic and world affairs are quoted in Appendix VI."* 

Confidence has often been declared to be the main variable in busi- 
ness fluctuations without any specific explanation either of the reasons 
for its oscillations or of its exact frame of reference. At best, confidence 
in business life has been interpreted as reflecting, in the minds of in- 
dividual businessmen, such objective data as the inventory situation, 
consumers’ incomes, the interest rate, or the labor supply—always from 
the specific viewpoint of the firm and market situation concerned. How- 
ever, the difference between an individual mood of optimism and a 
socioeconomic atmosphere of confidence is very important. In particular, 
it is only the simultaneous occurrence of many capital investments or 
replacements (that is, of specific confidence reactions) that may help in 
explaining economic fluctuations. 

Similarly, far too little is known about the impact of confidence fac- 
tors upon population trends. It is possible that people's ideas or prac- 
tices in planning their families are influenced by the prevailing level of 
security feelings, especially in countries with widespread birth control. 
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It would be very illuminating to know whether Western populations 
intentionally have more children when prolonged prosperity has had 
a reassuring effect on individuals, or whether the incidence of unin- 
tended procreation increases whenever frustrations and insecurities— 
including those from a partly repressed survival drive—are uncon- 
sciously translated into compensatory creative urges on either the in- 
dividual or the national level. In either case the state of confidence in 
the population is likely to be of great importance. 

At the same time, such an expansion of the confidence concept to in- 
clude the general atmosphere may have misleading effects if this is 
done to the neglect of the specific personality factors involved. In the 
light of various studies in personality formation and ego involvement, a 
person may either be the confident type in general or he may develop a 
confident attitude in certain phases of his life (or certain situations ) 
even though the objective conditions may not warrant it at a given mo- 
ment. The opposite, of course, may occur just as easily. This distinction 
might be restated by keeping apart the confidence in future stability or 
in improvement of external factors from confidence in one’s own ability 
to tackle whatever instabilities or adversities may occur. 

The incidence of specific individual attitudes in economic life is thus 
determined by a varying combination of the following factors: (a) past 
experiences or objective data that influence the decision maker in the 
business or household unit concerned; (b) the general social atmos- 
phere; (c) long-range personality factors, that is, the incidence of cer- 
tain personality types and motive patterns among businessmen and 
consumers; (d) the effect either of immediate happenings in the busi- 
ness experience of the individuals concerned or of the general atmos- 
phere in bringing out into the open certain personal traits and reaction 
patterns which otherwise might have remained under the surface of 
their personalities, for good or bad. Harry Stack Sullivan formulates 
this last type of effect as follows: 


In any society that permits a person to rise or fall in status as a more or less 
direct result of his own efforts, the possibility of favorable or unfavorable 
change in one’s position in the hierarchy of personal valuation is apt to be 
important. Everyone knows that skill in dealing with important people is one 
of the effective ways to get ahead in our society of mobile vertical classes. 
Anything that handicaps the development or manifestation of this skill is, 
therefore, productive of keen insecurity. Any other source of insecurity is 
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apt to act as just such a handicap, and thus to give rise to a “vicious circle” 
of aggravating factors. 

The problem before us is, however, even more complicated than that. 
A general atmosphere of socioeconomic instability, it is true, is bound to 
affect nearly everybody; but its specific effects upon the various social 
groups are likely to differ considerably, and so do the objective factors 
that typically engender frustration in the members of each group. For 
the worker the big bogey is still unemployment, with the resulting loss 
of income, status, and self-respect, which eventually may lead to “think- 
ing on relief.” For the businessman the threat is primarily in a failure 
to make profits or even in a failure to expand. Success in this case, in 
the very specific sense of growth in profit and total investment, is the 
medium or yardstick of personal self-assertion. For the farmer the land 
tenure, the creative activity, the function of feeding others, and the 
constant if increasingly hopeful fight against the challenge of nature are 
typically at stake. The white-collar group is especially vulnerable to in- 
flationary losses and at the same time is not immune to the threat of 
unemployment; it occupies an uneasy middle position between business 
and labor. 

Occupational types of insecurity disturbances are exemplified by Dr. 
Halliday’s findings from a comparative examination of two hundred 
Scottish underground miners and an equal number of other males of 
corresponding age who came to him for medical help. Of the miners, 
64 per cent were disabled by psychoneurotic and psychosomatic affec- 
tions, while the percentage for the nonminers was only 88. The pre- 
vailing disturbances among miners were anxiety states, hysteria, 
accidents, and various psychosomatic (such as gastrointestinal) dis- 
orders. Environmental happenings that predisposed to and precipitated 
breakdowns included personal and family difficulties, economic and 
financial troubles, difficulties relating to employment or unemployment, 
and knowledge and fears of disease and injury. The psychosocial bar- 
riers to recovery were likewise remarkable. Although Dr. Halliday’s 
investigation is not conclusive because of deficiencies in statistical 
methods and definitions, it is illustrative of the types of personal in- 
security that special socioeconomic factors of the occupational type 
may generate.’* 

The personal impact of socioeconomic instability also differs accord- 
ing to social groupings other than occupational. The big-city dweller 
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often suffers from frustrating handicaps due to the housing situation; 
he is also in the front line in case of aerial warfare, especially atomic 
attack. The young generation is particularly exposed to the threat of 
unemployment whenever there is a slump in business, and that at an 
age when satisfying activity and family planning are of special im- 
portance. The expanding old-age group suffers, not only from lack of 
adequate financial provisions in many cases but from the difficulty of 
finding satisfactory outlets for its remaining energies; it is especially 
exposed to the leisure frustrations that are characteristic of modern 
society. Special problems of racial or rank groups also come into the 
picture here. 

In each case the personality structure—or the incidence, in each 
group, of personality types that are especially sensitive toward frustrat- 
ing outside events—determines the actual effect of instability factors 
that have an objective propensity to shatter confidence. In each case, 
however, the degree of group coherence, organization, and solidarity 
has an important impact upon the actual state of confidence. Objective 
socioeconomic instability may be outweighed, in its psychological 
effects, by the feelings of confidence and security that result from 
sharing a predicament with a well-defined group of one’s own kind. 
Conversely, the sharing of insecurities or fears may strengthen the 
coherence of a group. In some cases such sharing may even be the real 
origin of the group. To belong to and be accepted by an organization 
—which may be a trade association, a gang, an exclusive club, a labor 
union, a neighborhood association, or a church—means feeling that 
others are in the same boat and perhaps that they will protect you. 

Group loyalty thus has the important function of overcoming some 
of the frustrating effects of socioeconomic instability. The psychic roots 
of nationalism, incidentally, are similar. Group belonging may, how- 
ever, involve some dangers to both economic and personal security, for 
it exposes the individual to the codes and sanctions of the group con- 
cerned. To be expelled from or ostracized by his club, union, or church 
may leave the individual in a far worse position, both economically 
and personally, than if he had never been a member. 

Group acceptance and belonging thus are of very great importance 
in economic life, first, in securing a definite setting for business contacts 
and transactions; second, in supplying standards of behavior; and, third, 
in potentially offering to the individual a feeling of protection and 
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confidence which makes it far easier for him to survive in a general 
atmosphere of instability. Much depends for him on whether he is able 
and willing to adjust himself to the setting which he chose or into 
which he was put. The trouble is that such an adjustment, with ade- 
quate success in acceptance and belonging, often occurs only at the 
price of conformity; and conformity requirements tend to bring into 
the picture a new element of objective instability and personal in- 
security alike. The consumer who fails to purchase a new luxury car 
when he is expected to and the businessman who fails to spend as much 
on advertising as he is supposed to risk unwritten sanctions from the 
group, and constant fear of a faux pas does not encourage security 
feelings. 

In short, the protection from socioeconomic instability offered by the 
group economically and morally is usually far from perfect. Two 
alternatives that are sometimes presented are even less satisfactory. 
One is the positive argument for unmitigated socioeconomic instability 
in the alleged interest of initiative and progress, This argument has lost 
much of its influence in consequence of the period of extreme instability 
that the present generation has undergone. The other is the quest for a 
totalitarian “escape from freedom,” which for most people in a society 
with democratic traditions is quite unacceptable on the conscious level, 
though many people may be groping for it in an indirect way. 

A host of “insecurity industries” thrive on this general atmosphere, 
although most of them also fulfill a real economic function as far as 
their roots are concerned. Real-estate trading profits from the desire of 
many people to build up self-confidence by owning something tangible 
and lasting, as well as from the status element that is implicit in prop- 
erty ownership according to a traditional scale of values recognized by 
many people. Insurance corporations have experienced an amazing 
growth in business, which again can be explained in part by a wide- 
spread desire for safeguards, both economic and psychological, in a 
period of widely felt instability. Especially is this true of life insurance 
which, contrary to widespread opinion, is not perceived by the average 
citizen as a savings outlet but as an emergency protection for the 
family.’ For many the function of the movie industry is that of a dream 
factory, which enables the individual to escape for a few hours from 
an unsteady and frightening environment into a world where a happy 
end is guaranteed. The liquor industry thrives similarly on the desire 
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of people to get drunk, that is, to forget. Tobacco consumption likewise 
varies with the incidence of worries. The fashion industry, today no 
less than in Thorstein Veblen’s time, is based on group emulation and a 
drive for conformity in the frantic desire of the individual to be 
accepted by his group and thus to build up self-confidence. The 
advertising business profits from the turnover of the industries men- 
tioned and also, more generally, from needs for self-assertion and 
status assurance in a period of instability. The emphasis upon brand 
names and the standardization involved, as well as the boastful self- 
glorification in high-pressure advertising, reflect the general social 
atmosphere. 


Personal Insecurity: Forms, Incidence, Roots 


In what ways and to what extent can an interaction be traced be- 
tween this social atmosphere of fluctuating “confidence” and the fre- 
quent occurrence of personal insecurity? Has the latter anything at all 
to do with socioeconomic trends, either in the short or in the long run? 
Can it be traced, as some psychoanalytical authors insist, to personality 
factors which, in turn, depend on early childhood experiences rather 
than on later socioeconomic developments? Has mankind perhaps been 
chasing a phantom in trying, off and on, to promote personal security 
by improving external conditions? 

Before we go into this question, it is necessary to list some concrete 
manifestations of personal insecurity. It cannot be taken for granted 
that their roots are necessarily the same in all cases, to say the least. We 
may also very well allow for the probability that a limited degree of 
inner insecurity, as distinguished from neurotic anxiety, stimulates the 
development and manifestation of a healthy, active personality, and 
that certain frustrations are socially helpful in developing additional 
energies for cultural development. Finally, the listing that follows can 
only refer to certain known or assumed manifestations of personal 
insecurity to the extent that they occur on a mass scale. Since processes 
within the personality remain in the dark unless they reveal themselves 
in some way to the outside world, we have to hold on to tangible (and, 
to some extent, measurable) expressions of personal insecurity as in- 
dicators of its social incidence. 

The problem far exceeds mere measurement of the frequency of 
neurotic behavior, which would be a very difficult enterprise anyhow 
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as even clinical disturbances do not always reach the doctor's office, let 
alone minor cases. It should eventually be possible, however, to com- 
pare the changing incidence of the various manifestations to shifts in 
the general social atmosphere. Such a comparison would be based on 
the hypothesis that an atmosphere which encourages general worry or 
widespread anxiety (not necessarily in a clinical sense at first) is likely 
to offer a potential breeding ground for personal insecurity, especially 
if the prevalence of such a state of mind can be traced back for a 
generation or longer. Within limits the general atmosphere can be 
measured and evaluated by surveys and other research methods, as will 
be shown later. 

With this hypothesis in mind, the following manifestations of per- 
sonal insecurity on a mass scale deserve special attention. 

1. Neuroses. In this case personal insecurity has reached the clinical 
stage, though lesser degrees of neurotic behavior are quite frequent in 
persons who are generally regarded as healthy. In this discussion we 
leave out the psychotic disorders which, according to prevailing medical 
opinion, are of organic or toxic origin and thus cannot be expected to be 
traceable to socioeconomic occurrences. The latter, it is true, may 
hasten, intensify, or perpetuate the external manifestation of psychotic 
disorders. 

Even if we confine ourselves to neuroses, the problem remains very 
complex. To begin with, there are numerous types of neuroses, and it 
is possible that the degree and manner in which they are connected 
with socioeconomic happenings vary greatly, In a general way, Freud 
points out that the neurotic ego “is no longer able to fulfill the task set 
to it by the external world (including human society ).” He also speaks 
of the “influence of civilization among the determinants of neuroses,” 
in which “the demands of civilization are represented by family educa- 
tion.” 18 However, the terminology applicable to the types of neuroses 
remains unsettled and fluctuates considerably. It is quite likely that 
new types of neuroses continually appear on the scene while others 
fade away, and that some of them, such as hysteria, are more capable 
than others of spreading by a kind of social infection. There is also the 
highly important question of the comparative incidence of neurotic 
disorders (or any given type of them) in the various strata of economic 
society and in the various socioeconomic systems."” 

Unfortunately the statistics of neurotic disorders are in a very un- 
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settled state, but there are good reasons to believe the statement of a 
psychiatrist that “there is the generally accepted observation that un- 
favorable environmental conditions may offset the effects of the treat- 
ment. Such environmental conditions include unemployment, an 
hostile attitude of the environment towards the patient's illness or 
towards psychotherapy, unsatisfactory sex conditions, domestic and 
financial hardships, etc.” *° Part of the difficulty comes from the im- 
possibility of comparing available figures from various periods, as both 
the diagnoses and the disturbance types appear to change. Neurotic 
disorders are, however, known to be responsible for a sizable fraction of 
the enormous population on the books of hospitals for mental disease 
(620,021 in 1947 in American hospitals, which are entirely inadequate 
to meet the needs *+) and for a high percentage of rejections and dis- 
charges by the armed forces, in the United States and elsewhere, during 
and after the second World War. 

While the exact figure for neuroses will not be known for some time 
to come, it is safe to estimate it at several millions for this country at 
all times. Among first admissions to hospitals for mental disease, 11,677 
or 8.0 per cent of the total were officially classified as psychoneuroses 
in 1946 and 6,996 or 5.3 per cent in 1947. The corresponding per- 
centage in Canada for 1947 was 4.9.%* These figures are not, however, 
indicative of the total percentage of neurotics among hospital patients 
or of the frequency of nonhospitalized cases. An investigation of mental 
health in New York State from 1920 to 1937 came to this conclusion 
concerning neuroses: “If trends in hospital admissions with psycho- 
neuroses may be considered representative of similar trends among all 
psychoneurotics, whether hospitalized or not, then it is clear that there 
has been a relative increase in such mental disorders since the begin- 
ning of the economic depression.” ** The same investigation also found, 
with respect to mental disorders in general, that “it is not so much low 
economic status as change in such status which seems to affect health.” 

Extensive data are available from the armed services on the incidence 
among inductees—that is, after the elimination process at induction 
time—of “critical scores” on various indexes of psychoneurotic traits. 
These data indicate critical scores, from the military viewpoint, in 
between one-fourth and one-third of the cross section of white enlisted 
men without overseas service who were investigated in early 1944. But 
here again generalizations concerning the general population would 
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not be possible without great reservations.” (See also Appendix VII.) 

2. Psychosomatic disturbances. Certain nervous conditions manifest 
themselves in physical disturbances which should be somewhat easier 
to identify and measure statistically than neuroses in general. This 
applies especially to peptic ulcers, asthma, allergies, and colitis; but the 
trouble, from the statistician’s point of view, is that at times some of 
these diseases are attributed to nonemotional causes. Moreover, any 
health disturbance is now considered by many physicians in terms of 
an interaction between mind and body. 

It is interesting, however, to note Dr. James L. Halliday’s definite 
claim that “in peptic ulcer the preoccupation is with security, especially 
economic, occupational, and financial security,” . . . “Loss of employ- 
ment may really ‘make a man ill,’ especially a man with virtuous obses- 
sional characteristics, by provoking bodily disturbances which in turn 
may induce organic changes.” * He bases these statements in part on 
detailed figures of morbidity compiled by the Scottish Department of 
Health for the depression years 1930-1938. Among various changes in 
the social, age, and sex distribution of psychosomatic affections, the 
rise in anxiety states in the working population of Scotland during the 
years of mass unemployment was found to be statistically demonstrable. 

Even if we allow for the unsettled questions of causation and classifi- 
cation in this field, there are definite indications of a connection, still 
to be explored in detail, between socioeconomic instability and the 
mass occurrence of certain psychosomatic affections. It is not within 
my province to discuss the question of the extent to which such effects 
come about either indirectly through neurotic disorders or more 
directly through malnutrition or bad housing, for instance, in their 
impact on the general condition of adults and children. It is safe to 
predict, however, that reliable data on the incidence and causation of 
the various psychosomatic disturbances, when available, will contribute 
much to clarification of the socioeconomic problem before us. 

8. Suicides. That school of psychoanalysts which places great 
emphasis on the self-preservation drive tends to consider suicide in 
general a manifestation of neurotic personality (personal insecurity 
driven to its clinical extreme) or other types of mental disorder. If we 
should choose to consider the suicide rate as a piece of evidence con- 
cerning the incidence of personal insecurity, great caution would be 
required. Certainly some people who had been assumed to be well 
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adjusted have committed suicide because in a given life situation their 
past roots and aspirations seemed to them ruined beyond repair. It is 
also known that the evaluation of suicide in various cultures varies 
greatly. A Freudian psychiatrist concludes that suicide “is to be viewed 
. as a reaction of a developmental nature which is universal and 
common to the mentally sick of all types and probably also to many 
so-called normal persons.” ° 
The ultimate answer will largely depend on one’s philosophical orien- 
tation. It appears, however, that some suicide cases concern persons 
who up to that point were generally associated with a high degree of 
personal security feelings. Such cases have included suicides of pro- 
fessional psychotherapists. Other suicides are committed on what many 
people would consider rational grounds, for example, an incurable case 
of cancer. There are indications of a certain short-run correlation be- 
tween objective economic disturbances, such as depressions, and the 
suicide rate. This does not necessarily indicate a direct causal relation- 
ship. The evidence is considerable, however, that a drastic change for 
the worse in the external situation tends to promote self-destructive 
forces. 


Surcwe Rates IN THE Unrrep STATES PER 100,000 Wurrtes, 
1-74 Years or AcE 


Male Female 


1918-1920 12.6 5.1 
1930-1932 20.8 5.7 
1947-1949 11:7 3.7 


Between one-half and two-thirds of all suicides in the United States 
occur after the age of 45. The experts of the Metropolitan Life Insur- 
ance Company have arrived at the following conclusions: “The suicide 
rate shows a much wider variation from good times to bad among men 
past 45 than it does among younger men; women are much less affected 
than men by economic swings.” “In the long waves there seems to be 
a general tendency for below-normal suicide rates to occur in times of 
above-normal business conditions.” ** 

4. Alcoholism, drug addiction, crime, accidents. Here we enter into 
an area which is undoubtedly connected with the incidence of personal 
insecurity but which is extremely hard to define. Only differential 
diagnosis in each case could show whether it represents handicaps of 


120 Man, Motives, and Money 


biological endowment, general personality factors, or socioeconomic 
roots of personal disturbance, either lasting or temporary. If we assume 
that the distribution of such causes remains the same over time (an 
arbitrary assumption), reliable statistics of these disturbances could 
be of some comparative value. 

Alcoholism, in particular, is now widely assumed to stem from some 
combination—still ill defined—of physiological, emotional, and social 
factors leading to compulsive drinking. Estimates prepared by the 
National Committee on Alcoholism and related organizations indicate 
a total of 750,000 to 1,000,000 chronic alcoholic addicts (not counting 
those who have never undergone hospital treatment) and some 4,000,- 
000 heavy or problem drinkers, Whatever the initial causes may be in 
each case, many researchers in this field emphasize the impact upon 
alcoholism of unsolved personality difficulties, of the group setting, and 
of social tension. 

5. Family disruption. This source of evidence includes data con- 
cerning broken homes, divorces, and so forth. These occurrences often 
reflect personal insecurity (if not some degree of neurotic condition) on 
the part of one or more of those involved. To that extent such data may 
be helpful in measuring the incidence of personal insecurity in any 
given period. However, family disruption sometimes has causes that 
are rooted in other, more objective, factors; for example, disease, ran- 
dom accidents, or involuntary separation due to military service. If 
allowance is made for these cases, comparative figures on family dis- 
ruption in various periods and countries can be used as one source of 
evidence on the incidence of personal insecurity. In the United States, 
the estimated divorce rate, for example, has gone up from 0.3 per 1,000 
population in 1867 to 4.3 in 1946, though it then decreased to 3.4 in 
1947 and 2.8 in 1948. Divorce has been increasing rapidly in many— 
especially British and continental—countries throughout the world 
since the early years of the century.” However, this trend in part reflects 
changes in law and custom, and thus is not an accurate measure of 
changes in the insecurity level, — 

6. Excessive job mobility. To move around from one location to an- 
other, or to change jobs and even occupations, is not in itself a symptom 
of personal insecurity by any means, certainly not in American culture, 
which is less tradition-bound, less conservative in its approach to 
mobility, than many other cultures. In part, high mobility in the United 
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States simply mirrors the expanse of the country and its vast economic 
opportunities; in these respects it is a sign of healthy adjustment to 
the needs and opportunities that are implicit in our society and cul- 
ture. 

In the course of the survey of public responses to peacetime uses of 
atomic energy, which was mentioned earlier, the Survey Research 
Center found that a varying but generally sizable proportion of the 
population had lived in their communities for less than ten years. The 
majority of those who had moved there recently for reasons of em- 
ployment opportunity, convenience, or climate in most cases—had made 
a good adjustment to the new location, but there was always a sizable 
residuum of people who would rather live elsewhere. 

To judge from these data, subjective dissatisfaction with one’s cur- 
rent residence is not too widespread, but the fact remains that a sizable 
fraction of the population has moved in recent years, and not always 
for economic reasons. Surveys by the United States Bureau of the 
Census indicate that about one-fifth of the population has changed 
residence every year from the spring of 1947 to the spring of 1950. 
Many of these merely changed homes in the same neighborhood, but 
several million a year moved from one state to another. Mobility was 
greatest among young people and the unemployed; laborers and pro- 
fessional people exceeded other occupational groups in mobility, while 
farmers moved least.” 

A different picture emerges, however, when we look at individuals 
whose geographic and occupational mobility is in excess even of a high 
national standard. The person who is driven by a hidden force to keep 
moving around, who is unable to get settled anywhere, who has inhi- 
bitions against working consistently ( especially, working for money), 
or who suffers from work compulsions that prevent him from being 
satisfied with any job, definitely reflects high personal insecurity. To 
the extent that it is possible to obtain comparative measurements of 
such excessive mobility, they can be of considerable help in evaluating 
the incidence of personal insecurity.” 

7. The appeal of quacks. The regular appearance of individual agi- 
tators, rabble rousers, or soul-saving would-be founders of sects is not 
in itself a startling social fact. It becomes, however, an important piece 
of evidence on the incidence of personal insecurity as soon as any or all 
of these quacks begin to have a definite mass appeal. Important yard- 
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sticks of such appeal are offered by changes in the extent and effect of 
organized prejudice, including the frequency of lynching, which some 
authors have actually tried to correlate directly to cotton prices; the 
degree of public support that witch hunts of various types receive; and, 
above all, the comparative success or failure of totalitarian movements 
or programs of all kinds. Any such tendencies reflect the incidence and 
intensity of self-hating with its projections upon social groups or creeds, 
a public need for easily available outlets for the aggressions of frustrated 
individuals, and the desperate desire of many persons for a party, creed, 
or leader that has (and always will have!) all the answers—somebody 
to hold on to not only now but in the future. 

In such a situation, prominent misfits and malcontents express the 
mental condition of many and thus become popular leaders. Interesting 
observations concerning the typical frustrations of the Nazi S.S. guards 
have been supplied by Benedikt Kautsky, who spent seven years under 
their terror. 

The rise of a totalitarian disposition is accompanied by a mass flight 
into what George Orwell calls “protective stupidity.” “But stupidity is 
not enough. On the contrary, orthodoxy in the full sense demands a 
control over one’s own mental processes as complete as that of a con- 
tortionist over his body.” ** This goes along with setting up a scapegoat 
and group persecution as a mechanism of collective tension release. In 
this respect there is a close relation between the totalitarian mentality in 
our period and older forms of witch hunts, though we have greatly “im- 
proved” our techniques. A contemporary study of the Salem witch 
trials of 1692 describes the underlying condition as follows, “A people 
whose natural impulses had long been repressed by the severity of their 
belief, whose security had been undermined by anxiety and terror con- 
tinued longer than could be borne, demanded their catharsis.” * 

The wide appeal of the prophets of hatred and intolerance—ex- 
pressed in our period in the totalitarian mentality—is an important 
indication of widespread personal insecurity which, in some cases at 
least, can be traced to a critical situation in economic life of the present 
or past. 


Critical situations, as represented by conditions of prolonged deprivation, 
tend to break down, in varying degrees, the established attitudes and modes 
of social behavior regulated by them. It has been shown time and again that, 
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under the impact of crisis, men become unusually susceptible to the accept- 
ance of new formulations, whether or not these formulations afford objective 


and lasting solutions. . . . In such times of frustration and disorder, the be- 
havior of ordinarily civilized individuals regresses collectively to the unin- 
hibited instinctual level. . . . In cases in which positive action leading to the 


primary goals is barred by circumstances, a person usually indulges in indi- 
vidual or collective “substitutive activities,” which, at times, acquire patho- 
logical features. 


Fears and aggressions which might have little outside effect were 
they confined to an individual may snowball into a devastating ava- 
lanche when they arise, on a suitable cultural basis, from socioeconomic 
conditions that favor their spread. (This problem will be discussed in 
greater detail in Chapter IV, pp. 198-211.) Reliable measurements of 
the totalitarian effects of a widespread sense of personal insecurity are 
difficult to make, but to the extent that they are made or that they 
appear in election or membership figures, for example, they are im- 
portant evidence. 


In summary, personality disorders in the clinical sense represent but 
one type—an extreme one—of personal insecurity. Some clinical dis- 
orders are not reliable evidence for this discussion as they are probably 
rooted in toxic or organic factors. Their specific manifestation, it is 
true, may be subject to certain influences from the social world. At any 
rate, combined data on the various types of personal insecurity that 
were discussed earlier, preferably with quantitative indications of com- 
parative incidence, might eventually permit a correlation with the 
factors of socioeconomic instability listed. It is entirely possible, we 
repeat, that it is the combination of various types of insecurity that 
really matters—a general social atmosphere of insecurity that affects 
everybody including the upper strata. 

As a sidelight, it is interesting to note the local illustration which 
was supplied by a survey of attitudes toward mental health in Phoenix, 
Arizona, carried out by the Survey Research Center in November 
1949. The main cause of nervous conditions was given as “circum- 
stances,” with or without the concurrence of other factors. Admittedly 
the concept of “circumstances,” as used by some of the respondents, re- 
ferred to strictly personal (for example, physical) or family factors, but 


124 Man, Motives, and Money 


in many cases the responses mentioned such influences as economic 
worries, loss of job or business, fast pace in business, overwork, poor 
working conditions, housing conditions or neighborhood, poor social 
relations, and frustrated life-long ambition. 

_ Among behavior disorders in children, the influence of the environ- 
ment was especially stressed. The specific circumstances mentioned 
included inadequate recreational facilities, the fact that a child is un- 
derprivileged, therefore envious of others’ possessions, the fact that a 
child does not get what he needs or that the parents have to work and 
cannot care for him, the emotional situation in the home, lack of affec- 
tion, rejection, lack of security. While the sample used would not 
warrant any sweeping conclusions, these responses are illustrative of 
the weight given by many people to socioeconomic factors in explain- 
ing nervous and other behavioral disorders, 


Socioeconomic Instability and Individual 
Childhood Experiences 


Aside from the immediate influence of socioeconomic instability upon 
the current security level of the individual, there is the probable 
long-range impact of such instability upon personality. Most psycholo- 
gists today are agreed on the enormous impact of early childhood ex- 
periences upon the personality formation of each individual. There 
may have been occasional underrating either of organic factors and 
biological heritage or of personality-forming experiences after child- 
hood. However, analytical and experimental psychology with their 
anthropological applications leave little doubt that the experience of 
an individual from the moment of birth until the age of five—especially 
in the rise of frustrations and defense mechanisms—is the greatest 
single influence in making him the kind of person he eventually be- 
comes. 

While we cannot take up the question here of how specific social 
patterns of child rearing and education originate and develop, there 
is a fair amount of agreement concerning the influence of the cultural 
and socioeconomic setting in which individual experiences (and 
possible disturbances) occur during the personality formation of a 
child. 


The overall pattern of personality can be understood only in terms of total 
childhood experience plus the situational pressures of adult life [Kluckhohn]. 
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Neuroses contain .. . unconscious and futile attempts to adjust to the 
heterogeneous present with the magic concepts of a more homogeneous past, 
fragments of which are still transmitted through child training [Erikson]. 
Neuroses are generated not only by incidental individual experiences, but 
also by the specific cultural conditions under which they live [Horney]. 
As a result of his life history any given person will carry into adult life a high 
or low ability to “tolerate” frustrations and will stand at some point on a 
dimension of “readiness” to be aggressive in frustration situations [Dollard]. 


Similarly, Joseph Wilder has pointed out that neuroses basically rep- 
resent fears of one’s own drives or, more specifically, of the conse- 
quences that may arise from actions rooted in such drives; the actual 
danger of most actions, in turn, depends on the social structure and 
situation.** e 

Historical changes in the general social environment are therefore 
bound to affect profoundly the setting in which personality formation 
takes place. In Western society of the twentieth century, for instance, 
the older patriarchal structure of the family is giving way; conscious 
frightening of the child has become rarer; hygiene and impersonal 
rules of child rearing find wider application; and family size is smaller, 
thus strengthening, as it were, each child’s “marginal rate of substitu- 
tion” or his irreplaceable worth to the parents. The trouble is that such 
technical improvements in child-rearing methods have not been paral- 
leled by equal advances in the psychological setting. Father is no longer 
God but he may become a pitiful figure; whipping is disappearing but 
so also is personal attention to the child. Above all, the growth and per- 
sistence of socioeconomic instability affect the child both directly and 
through the adults, especially in their role as parents. 

The question which then suggests itself is the specific influence of 
socioeconomic instability upon the incidence, in a given period, of 
certain typical experiences during childhood, especially during its 
socialization phase. There is an enormous body of clinical and other 
data on specific types of childhood anxieties that may mark a person 
for his lifetime, Some of these anxiety types (especially the changing 
frequency of their occurrence) merely reflect socioeconomic condi- 
tions as they affect the child and its family, In other words, the domi- 
neering father, for instance, does not come out of nowhere, especially as 
a mass phenomenon. While his personality was partly shaped by his 
own childhood experience, this is not necessarily a self-perpetuating 
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pattern nor a vicious circle. Aside from the possibility that he might 
have undergone successful psychotherapy for instance, the domineering 
features of his personality might have remained buried under the 
surface or they might not have exploded in acute external manifesta- 
tions if no severe frustration in his adult life had occurred. Similarly 
parents who long for security tend to become overanxious for their 
children, who, in turn, reflect these parental anxieties in their own 
personality after being prodded into early money earning or marriage. 

Social workers are thoroughly familiar both with the impact of such 
family experiences upon individual development and with the great 
frequency of such influences in social life. To mention one recent 
investigation of the range of family maladjustment, a survey of people 
under the care of community agencies in St. Paul, Minnesota, in 
November 1948, showed the following results: Of 41,000 families under 
care, 11,000 had problems of “maladjustment,” described as a com- 
posite of behavior disorders and socially unacceptable conduct. These 
maladjusted families represented about 6 per cent of the community; 
in another 4 per cent the family situation was so disorganized that the 
member could not adjust to it without help. The authors of the study 
considered this ratio about average as compared with other cities, and 
they pointed to “the interplay between intrapsychic and situational 
factors” in the practical experience of their agencies.** 

Whenever family maladjustments and, especially, frustrations of 
parents are socially induced on a mass scale—say, in the course of wide- 
spread unemployment—the children frequently suffer from them dur- 
ing their most impressionable years. There will, of course, always be 
some cases of exceptionally well-adjusted parents who can take such 
economic frustrations in stride and continue to rear their children in a 
cheerful, understanding way. Even so unemployment will mostly tend 
to increase childhood frustrations and anxieties in specific ways; and it 
is the social incidence of personality patterns with which we are con- 
cerned here. The continuing impact of initial difficulties in the forma- 
tion of the family, the father who hangs around the house with nothing 
useful to do while the mother becomes the provider, inadequate food 
or housing due to lack of an assured income, kindergarten comparisons 
with either less or more fortunate children, arguments among older 
brothers and sisters about what is happening to the family—all these 
and similar experiences affect the child during its critical years. 
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A historian describes other family effects of the Great Depression as 
follows: 


Everywhere tension between father and son seemed to increase if the latter 
came back jobless after a period of self-support. A wage-earning parent was 
prone to reassert his authority, as if the youth had never been his own boss. 
In the city the crowding of families into small apartments and tenements un- 
questionably aggravated tempers and the general mood of defeat.*® ° 


Similarly a report of the Illinois Society for Mental Hygiene points to 
the permanent emotional scars which unemployment may leave on the 
child by dislocating family relationships, by producing quarrels, by 
reversing the domestic role of father and mother if the latter goes out 
for work while the former stays at home, by underlining the economic 
inadequacy and failure of the father, and by disturbing the identifica- 
tion processes of young children.*° 

Muzafer Sherif’s investigations indicate that “the psychological effect 
of prolonged unemployment has been found to include a breakdown of 
ego-attitudes, a narrowing of the ego-boundaries, and even collapse of 
the ego-form.” When this is accompanied by physical deprivation (on 
either the individual or the social level), apathy, a feeling of age, de- 
creased sociability, and an excessive in-group feeling may develop.“ 
It would be a near-miracle if such personality disturbances in parents 
or siblings should fail to affect the personality formation of the child 
very profoundly and, as a rule, adversely. When unemployment strikes, 
the father, the mother, or both may easily lose their ordinary roles as 
bulwarks of security and as guideposts for the constantly changing life 
situations of a growing child. Instead they may become pitiable, help- 
less creatures, and most children will be quick to grasp that fact in- 
tuitively. A recent book describes the erosive effect of economic in- 
stability upon the family: “Such erosion destroys the family as the site 
of the most effective character-building for the benefit of the com- 
munity as a whole.” # In a way, socioeconomic instability appears to 
encourage a high incidence of “emergency reactions,” remotely com- 
parable to the artificial neuroses that Pavlov and others experimentally 
produced in animals—only in this case humans are involved on both 
sides; nobody planned the experiment that way; and there is usually no 
controlled observation! 


° Quoted by permission of The Macmillan Company. 
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The personality formed through such family or group experiences 
will later be exposed to certain socioeconomic incentives and deterrents 
to work, administer, spend, save, invest. It will react to these incentives 
and deterrents in ways that will depend in part on its permanent traits: 
it may be rigid and may, in this case, keep up an established behavioral 
preference despite other, “objectively” stronger incentives, or it may 
be adaptable and spend at one time, save at another in accordance with 
the conditions of the moment. It may basically represent a miser or a 
spendthrift, an aggressive go-getter or a submissive follower, a domi- 
neering leader or a frightened sufferer. The basic decision on these traits, 
of which the person may be unconscious, was made in his childhood, 
but the specific economic situations to which he is exposed as an adult 
supply opportunity for the traits to manifest themselves. 

Moreover, the socioeconomic setting of a person’s childhood may 
have delayed-action effects on his personality which are difficult to 
trace except possibly through successful psychoanalysis. Not much is 
known about the incubation period of many neuroses, but it might be 
very illuminating to compare the mental health and general level of 
personal security in the depression generation—that is, among per- 
sons now nineteen to twenty-five years old—with that of the general 
population or some suitable control group.“ A time lag may also occur 
in other types of socioeconomic instability, such as inflation, housing 
shortages, or technological changes. An additional complication, how- 
ever, comes from the probability that the lag between social cause and 
individual effect occurs on at least two levels: it combines, in a way 
that is still inadequately explored, the impact of long-range factors 
(such as culture and the socioeconomic system) with that of short- 
range factors (such as a recent war or business fluctuation). 

The resulting distribution of personality types in a given period may 
help explain to some extent the resistance to socioeconomic change and 
the frequent persistence of certain economic attitudes in an objective 
situation that has changed drastically, For example, the attitudes of 
British coal miners after a period of war, full employment, and nation- 
alization have continued to reflect the patterns acquired during the 
depression in the privately owned coal industry of the thirties. Another 
example is the rigid persistence of established seniority preferences— 
which sacrifice opportunity to job security—even after a prolonged 
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period of full employment.“ (Related problems are discussed more 
extensively in the next chapter.) 

The emotional development of children in our society is inevitably 
affected by the emphasis placed by the prevailing scale of values upon 
financial success, which is associated with personal assertion. The eco- 
nomic failure of parents, siblings, or other prominent childhood figures 
has important emotional effects on the child. It either leads to rejection 
and hostility toward them, which may not come out into the open until 
late in life, or to hidden guilt feelings, which likewise may warp the 
emotional development of the person at some phase of his life. 


Studies of children in situations of failure and frustration also suggest that 
the emotion of disappointment, with its attendant feelings, may influence an 
entire motive pattern. . . . Such evidence confirms everyday experience to 
the effect that either encouragement or disappointment experienced during 
progress toward a goal may influence further steps taken in the same direc- 
tion, including perception, performance, and thought.45 ° 


In particular, the family experiences mentioned may affect pro- 
foundly the level of aspiration, either periodically or chronically, by 
reducing it to a subdued, “abnormally” low state or by driving it to an 
excessive, likewise “abnormal” ambition with work compulsions. If 
this occurs with great frequency in any given period, the entire pattern 
of attitudes, motivation, and incentives in economic life, as well as 
the level of personal security and mental health, will have been greatly 
influenced by socioeconomic events of the past—events which are 
often difficult to trace back yet explain the comparative incidence of 
specific behavior in economic and other situations. The California study 
group on the authoritarian personality summarized its findings in this 
field as follows: 


The individual can be thought of as falling somewhere on a deep-lying, per- 
haps unconscious, continuum of security-insecurity. If he is insecure, at this 
depth level, he will have either a passive or childishly rebellious and aggres- 
sive attitude toward leaders, If he is secure at this level, he will have a more 
rational orientation to authority. . . . The individual's position on this deep 
security-insecurity dimension is a determining factor in his ethnocentrism and 
in his political and economic attitudes.*® 


° Copyright 1950 by The Dryden Press, Inc. Reprinted by special permission of 
the publisher and the author. 
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One important aspect of this problem concerns the comparative 
frequency of personal insecurity among the various strata of economic 
society. It would be very illuminating if reliable and comparable data 
could be secured on the incidence of neuroses, family disruption, ex- 
cessive job mobility, and so forth among skilled and unskilled workers, 
the white-collar group, farmers, small-business men, and corporation 
executives—preferably data that would include some information about 
the educational, financial, and status background of each family. 


Class Structure and Frustration Incidence 


It has often been assumed or implied that, while individuals from the 
underprivileged strata of society (either economic or racial) are ex- 
posed to countless frustrating experiences, both during childhood and 
later, this does not apply in any comparable degree to persons from the 
more fortunate strata. The available evidence on the comparative fre- 
quency of neurotic disorders in various groups is not conclusive on this 
point. To begin with, there are good reasons to believe that a much 
smaller percentage of potential patients from the lower classes reaches 
the psychotherapeutic office or clinic than from the upper, as a result 
of both financial and educational handicaps. One might assume, there- 
fore, that the incidence of personal insecurity with its neurotic climax 
is much higher among the poor than the daily experience of psycho- 
therapists indicates; the records of social-work agencies would seem to 
confirm such an assumption. 

Actually things are far more complex. It is true that people near the 
lower end of the socioeconomic scale are more often than others de- 
prived of external opportunities for the fulfillment of their personal 
potentialities; those of an upper class, on the other hand, tend to look 
for more in life and thus are no less likely to meet frustration in terms of 
their own higher standards. Even so it cannot be assumed that these 
factors simply cancel each other out. Above all, it is not necessarily the 
immediate effect of specific pressures upon the individual that matters. 
General lack of stability and integration in society may affect the 
upper-class individual no less than the one from below, only differ- 
ently. In other words, in a general atmosphere of socioeconomic in- 
stability the upper classes may be as susceptible to personal insecurity 
as the lower, only in a different fashion. 
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Such general handicaps to feelings of personal security, including 
those of groups that are supposedly happy and carefree, may sooner 
or later constitute a serious threat to a society so affected. The fact 
that there are frustrations of the upper classes, as well as of the lower, 
may come as a shock to the naive type of radical. In his novel The Red 
Lily, Anatole France spoke sarcastically of “the majestic equality of 
the laws which forbid the rich and the poor alike to sleep under the 
bridges, to beg in the streets, and to steal their bread.” With regard 
to the unwritten rules that govern the rise of personal insecurity, how- 
ever, there may be a far more serious approximation to that majestic 
equality. A general atmosphere of socioeconomic instability, especially 
the constant threat of slumps and wars even in “happy” years like the 
last few, affects the peace of mind of the upper groups too. In fact, 
property ownership or wealth tends to become a source of fears, which 
often exceed any objective threat. The wealth may, for that matter, 
have resulted from the compulsive money-making of a parent in the 
first place, in which case the compulsive fears of the parent may also be 
passed on to the children or may otherwise affect the family atmosphere. 

The general condition of society may have a far greater impact upon 
an individual than his own economic background, at least if he is of a 
fairly sensitive type. Periodic adverse conditions in society, which are 
at odds with his expectations (or those of his group, or of everybody), 
may lead to frustrations even when his own welfare is not affected 
outwardly, The disintegration of a belief system on which he depended, 
or a conflict between belief systems, may have even greater effects, 
regardless of whether or not his own material condition is directly 
affected. The term anomy has been revived in recent years to express 
this uncertain state of basic values.*” 

Such considerations apparently apply especially to collective guilt 
feelings of a more or less hidden nature. Certainly a restriction of any 
exploration of this kind to direct material causes of personal insecurity 
would be quite unwarranted; so would any mysticism concerning a 
collective unconscious as postulated by C. G. Jung. Yet there appear to 
be collective guilt feelings that specifically affect upper socioeconomic 
groups, to judge from psychotherapeutic evidence in particular. Two 
contemporary psychiatrists, an American and a Britisher, comment on 
the underlying situation as follows: 
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Just as the neurotic individual represses unpleasant guilty feelings from his 
conscience, so society remains content with formal denouncements of vio- 
lence while repressing its own lapses of social responsibility.*® 

The historian of the future may well marvel at the blindness of the generations 
that knew so clearly the effects of putting cholera bacilli in a public water 
supply but that remained so oblivious of the many psychological bacilli which 
their outlook and legislation were injecting daily into the communal organ- 
ism.*° 

Apparently in a flexible society which, despite impressive advances 
in technology and living standards, remains full of material instabilities, 
intrinsic conflicts and contradictions, and manifold inequalities, the 
groups that run the social system tend to feel basically responsible for 
its shortcomings, even if they blame them, in public, either on the 
lower classes or on some other convenient scapegoat and claim for 
themselves all the credit for the positive achievements of their society. 
The upper classes thus appear to be bothered unconsciously (and 
sometimes consciously) by a collective guilt complex, at first with 
reference to the inherited moral codes both of religion and of early 
prophets of their own social order and later with reference to the new 
moral code of the lower classes. In addition, there is the underlying fear 
of fortunate individuals or groups that their privileged positions may be 
lost and that someone else may come to the top tomorrow (always a 
possibility in a competitive society) or that retribution of some sort 
may threaten either in this life or thereafter. 

Moreover, periodic depressions may be unconsciously accepted, by 
some of those whose status they impair, as a deserved punishment of 
both society and themselves for their “guilt.” The much-praised weed- 
ing out of the inefficient then parallels atonement—or else those who 
perish economically are rationalized into “guilt” by the more fortunate 
survivors, At this point there may actually be more than a semantic 
parallel between economic and psychic depression, the latter represent- 
ing aggression turned inward. To the impersonal “laws of the market” 
is attributed essentially the same role that supernatural forces, which 
punish and reward, assume in earlier cultures. At the same time, what 
John Kenneth Galbraith calls “the insecurity of illusion”"—the refusal 
to interpret the economic system realistically, plus an underlying un- 
easiness even in the face of actual success under that system—contrib- 
utes to the frequency of malaise among upper groups. 
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Some of the resulting conflicts are mirrored in contemporary fiction. 
Norman Mailer puts it this way: 
Understand your class and work within its limits. Marxist lesson with a reverse 
twist. It disturbed Hearn deeply. He had been born in the aristocracy of the 
wealthy midwestern family, and although he had broken with them, had as- 
sumed ideas and concepts repugnant to them, he had never really discarded 
the emotional luggage of his first eighteen years. The guilts he made himself 
feel, the injustices that angered him were never genuine. He kept the sore 
alive by continually rubbing it, and he knew it.5° 


George Bernard Shaw makes one of his characters say that the 
leisured classes are divided into two sections, the equestrians and the 
neurotics. His countryman, Lancelot Hogben, paraphrases this saying 
that “the hypertrophied urbanism of modern society is tolerable only 
if people are rich enough to get away from it or are compelled to work 
so hard that they have no time to think.” * These formulations should 
not be taken too literally but are illustrative of some of the basic prob- 
lems of people of the upper strata in contemporary society. 

The lower classes are plagued in a different way by guilt feelings 
and other factors of personal insecurity, for the prevailing scale of 
values in any hierarchic society tends to blame the misfortunes of the 
underdog on him by asserting that he, as an individual or as a group, 
is intrinsically inferior—lazy or dumb, for instance—and that lack of 
economic success or status is the well-deserved punishment for his 
faults. Children are often very susceptible to such an atmosphere of 
class guilt or to induced race awareness, for that matter; they may be 
greatly influenced by such factors in personality formation. This occurs 
especially through mechanisms of punishment designed to prevent the 
child from learning certain new habits and thus increasing his privileges 
or aspirations. The establishment of status anxieties, sometimes with 
fearful concealment of a person’s status toward other people, also 
occurs early, All this appears to be more frequent in some of the middle 
groups—with their special requirements of self-restraint—than in the 
lowest groups.’ At any rate, both the frustrations and the security 
feelings of children and of adults are related to the group level of 
aspirations. 

At the same time, in families with narrow resources all the members, 
including the children, have to face jointly many financial problems, 
and family experiences are shared without the interference of servants 
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or nurses. This reassuring community may be especially effective when 
income is low but relatively secure. Certain disturbing factors in per- 
sonality formation may, therefore, be rarer in lower groups than in 
higher, though the opposite is true in some other respects. 

In an industrialized society with freedom of speech and organization 
the underdog tends to develop solidarity feelings that find their most 
articulate expression in the labor movement. In various parts of the 
world people have actually come to be proud of being a “proletarian” 
and they feel ashamed if they belong to an upper class. The frequent 
flight of sons and daughters of the wealthy into the ranks of labor or 
radical organizations bears evidence of such psychic unrest. So does 
that type of philanthropy which primarily serves the purpose of reliev- 
ing one’s conscience. To quote from a recent foundation report, “While 
we admire men with the capacity to amass large fortunes, we have 
come to believe that the true measure of their greatness is their capacity 
to dispose of their fortunes wisely in the service of the society which 
nurtured them. Andrew Carnegie put the matter with characteristic 
vigor when he asserted that it is a disgrace to die a rich man.” ** Some- 
what similarly, Richard Centers found (from a rather limited sample, 
it is true) that the wealthy tend to classify themselves as middle class, 
while the poor—despite distinctly greater frustration—classify them- 
selves more truthfully as the working class.°* The unhappy, inferior, or 
guilty feelings of many a rich school boy among poorer classmates are 
well known to teachers. 

In countries where psychic unrest in the upper strata is habitually 
covered up by the boastful cheerfulness of the successful businessman, 
it may in the long run affect adversely the level of personal security 
feelings. Conceivably those countries in which the existence of basic 
social conflicts has been more widely and openly recognized and in 
which attempts to deny or repress it have worn thin in recent years 
may offer a somewhat healthier atmosphere. Certainly there is no dis- 
cernible correlation between the wealth of a nation and its level of 
personal security; recent years have shown examples of nations that 
combined either austerity and assurance, or wealth and fear—a fact 
which should not be construed as an argument for austerity. 

It is true that in most countries and classes a number of deeply 
religious individuals (religious is used in the broadest sense) manage 
to feel secure personally even in the face of economic adversities, but 
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even they tend to worry increasingly about other people and about 
the world in general. Actually some religions preach insecurity in this 
life and eternal security thereafter, while others believe that security 
can be achieved in this life through righteous behavior. On the other 
hand, neurosis itself has been interpreted as a particular form of 
religion, and vice versa.® 

An interesting case of a tightly knit religious community with effec- 
tive safeguards of socioeconomic stability is presented by the Hutter- 
ites in northwestern America, who have long fascinated mental-health 
students by their unusually low incidence of personal insecurity. The 
Hutterites regard private property as sinful and the use of force as 
wicked under any circumstances; they refuse to take oaths; and they 
insist on simplicity in living conditions. Their children tend to become 
socialized by other children, rather than by older people. The Hutter- 
ites are efficient farmers who are in business contact with American 
life; but they keep going without the incentives of wealth or personal 
power, and without the penalties of imprisonment, fines, or threatened 
loss of livelihood. Among the members of this sect, severe mental ill- 
ness is rare and community understanding largely prevents antisocial 
behavior in such patients as there are. Only five disrupted marriages 
and two suicides have been recorded since the 1870's. No cases of pa- 
rental abandonment of children, of sex crimes, or of arson or personal 
violence are known, It may be difficult to prove any clean-cut inter- 
action among their collectivistic and democratic way of life, their rural 
atmosphere with economic security for everybody, their child-rearing 
arrangements, and their state of mental health, but if this is a mere 
coincidence, it is certainly a remarkable one." 


Conformity and Security 

In evaluating further aspects of the cultural and socioeconomic set- 
ting in its effect upon personality development, that peculiar, power- 
ful, and hazardous requirement of most societies, conformity, comes 
into the picture—sometimes overtly but very often indirectly and un- 
consciously, Conformity, as distinguished from the indispensable 
socialization of the child, refers to identification with and support of a 
specific system of social norms and hierarchies. It offers an assured 
group status and a degree of group-belonging to the individual who 
goes along with its requirements. It applies, in different ways, both to 
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the lower and to the upper classes—to the former by outcasting any 
thought of alternatives to the existing order of things, to the latter by 
imposing taboos on unorthodox thought or behavior, on things that 
“just are not done,” sometimes with the help of intricate rationalizations. 
By and large the upper groups believe in the socially beneficial char- 
acter of their own taboos; the best actor is ordinarily the one who really 
manages to identify himself with the part chosen or assigned to him. 

With the exception of Alfred Adler and a few others, the psychol- 
ogists and psychoanalysts, in analyzing the factors that breed repres- 
sion, especially in a child, appear to have emphasized the immediate 
social environment, especially the family, and to have neglected the 
sociocultural proscription, direct and indirect, of nonconformist atti- 
tudes and ideas, the “socially derived sin.” ** Such proscription is bound 
to affect the personality development of each individual in any hierar- 
chic society, especially if its instability fosters a defensive attitude in 
the upper strata. This is true regardless of whether the hierarchy is of 
racial, caste, religious, class, or financial type. The pressure begins in 
early childhood; although children, like court jesters or drunkards, 
have somewhat more leeway in this respect than adults, the enfant 
terrible is not long permitted to ask awkward questions that imply 
doubt concerning prevailing institutions or beliefs. 

Sooner or later the nonconformist faces censure as “immature” or 
“unreasonable,” maturity and reason being identified with unquestion- 
ing acceptance of the existing social order, norms, and institutions. The 
charge of immaturity throws him back into his childhood status and 
thus under the authority of the “mature” conformists. Of course, the 
social code and the yardsticks of deviant behavior differ according to 
the environment, perception pattern, and scale of values. The son of a 
burglar may be considered by his people a traitor (or abnormal) if he 
becomes a preacher rather than a burglar; similarly, the socialist son 
of a millionaire is usually regarded by his people as abnormal or as a 
traitor (psychologically, the difference between these two concepts 
is not great).’* In various groups, especially those on the border of the 
lower and middle classes, acute fear of success occurs, because success 
is interpreted as a break in solidarity if not as actual aggression toward 
the less fortunate fellow members of the group. 

A clear distinction between “normal” and “mature” and genuinely 
“abnormal” and “immature” patterns of nonconformist behavior is of 
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great importance. We cannot leave it to the psychotherapist to judge 
the respective merits of controversial ideas; but he can find out whether 
the concrete attitudes of a nonconformist individual—both during and 
after childhood—are translated into meaningful and effective action 
(economic initiative or technological invention, for instance) or merely 
into personal frustrations and anxieties. He can also separate those 
attitudes which would be considered nonconformist or immature in any 
organized society from those which are so considered only within the 
social framework of a limited group or phase of history. He can simi- 
larly distinguish those individuals who actually wish to change things 
on the basis of realistic knowledge of the existing world from those 
who operate with a distorted, illusory picture of society—for example, 
a world populated by villains, witches, scapegoats, or perhaps devils 
and angels, rather than by ordinary human beings. 

At any rate, the pressure for conformity in most societies, upon the 
child and later upon the adult, is formidable. This occurs, in particular, 
when the patterns and limitations of perception that characterize one 
culture and social group are taken for granted, when autistic factors 
are extended to a social scale, or when realization is lacking that other 
cultures, societies, or groups might “see” (or emphasize) different 
sectors of life and values. In Kurt Lewin’s words, “experiments dealing 
with memory and group pressure on the individual show that what 
exists as ‘reality’ for the individual is, to a high degree, determined by 
what is socially accepted as reality.” * In addition, conformity pressure 
also occurs through education (in the broadest sense), respect for cer- 
tain symbols, and other elements that help shape the concrete pattern 
of superego. 

This applies especially to “other-directed” societies such as contem- 
porary America, the “lonely crowd,” to use David Riesman’s term. 


The conformity of earlier generations of Americans of the type I term “inner- 
directed” was mainly assured by their internalization of adult authority. The 
middle-class urban American of today, the “other-directed,” is, by contrast, 
in a characterological sense more the product of his peers—that is, in socio- 
logical terms, his “peer-groups,” the other kids at school or in the block. In 
adult life he continues to respond to these peers, not only with overt con- 
formity, as do people in all times and places, but also in a deeper sense, in the 
very quality of his feeling. Yet, paradoxically, he remains a lonely member of 
the crowd because he never comes really close to the others or to himself; his 
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inner-directed predecessor was lonely too, but in a different way; his chief 
company being the ancestors within—the parents whom he had internalized.* 

The American child, to be sure, is given far more individual leeway 
than are children in many other societies; but he is expected, at the 
same time, to become a “regular guy”—to wish to (or come to) conform 
voluntarily without even knowing that he conforms, to internalize com- 
pletely the social norms concerned. He is trained in pronounced in- 
dividualism, which, in the last analysis is expected to yield almost 
identical results in each individual’s ideas through voluntary action—to 
lead to the same basic way of life, scale of values, and pattern of per- 
ception, even at the risk of leading just as typically to the same personal 
insecurities, 

In our society self-respect often comes to depend on outward “suc- 
cess,” which, in turn, tends to depend on standardized conformity or, 
at least, on unquestioning acceptance of the existing social framework. 
It is the imaginative utilization of existing rules that is ordinarily re- 
warded, not the advocacy or mere realization of any alternatives to 
them. Failure to conform often means failure to “succeed,” economically 
and otherwise; and such failure, in turn, tends to shake the self-respect 
and thus to breed personal insecurity."* Constant fear of unintended non- 
conformity tends to have a comparable effect. 


“Abnormal” Economic Behavior 


The gist of the preceding discussion is that the socioeconomic setting 
during childhood and later tends to influence greatly the incidence of 
certain personality types; this incidence affects the frequency of specific 
patterns of economic behavior. More particularly, persons who are 
excessively insecure or otherwise emotionally disturbed may show 
“abnormal” behavior in economic affairs, such as money matters. 

However, the term “abnormal economic behavior,” occasionally used 
in psychotherapeutic literature, may have at least two different mean- 
ings. It may refer either to deviation from certain standards that have 
been set up by the group, the community, economic theory, or con- 
vention as yardsticks of rationality and regularity, if not conformity, or 
to abnormality in the clinical sense, that is, a pattern of economic be- 
havior based on an emotional disturbance and often connected with 
unconscious influences or leading to imaginary assumptions. 

The first meaning would be exemplified by a businessman who con- 
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sistently refused to borrow investment capital in a period of prolonged 
prosperity because he considered the interest rates too high or because 
he did not trust future business prospects although everybody else did; 
or a housewife who insisted on laundering her linen by hand in order 
to make it wear longer, even though a laundromat might be easier and 
cheaper to use in the short run. The second meaning would be repre- 
sented by a businessman whose personal aggressiveness was translated, 
not into opening up new products and markets but into insulting his 
customers and alienating his associates, by a labor leader who did not 
realize that he acted like a caricature of Napoleon, by a writer who went 
into a deep depression when his novel became a best-seller, by a re- 
cluse who stored his lifetime savings under the mattress because he 
mistrusted everybody, or by a person who quit every job because he 
was emotionally incapable of working for money. In this last instance, 
earning money means competition, ordinarily with males; it may sym- 
bolize abandonment of the security setting of childhood. 

The border line between the two concepts of abnormal economic 
behavior is somewhat less distinct than one might assume at first, for 
even a clinical abnormality can often be defined only in terms of the 
accepted standards and values in a given culture and society. For 
example, Mary Jane Ward, in The Snake Pit, makes the staff of a mental 
ward consider selfishness in patients normal, generosity abnormal. The 
question is how “normal” the implied scale of values can claim to be. 
By and large, however, the discussion in this section refers to the second, 
that is, the clinical type, of abnormal economic behavior to the extent 
that it represents a pattern of high social incidence, rather than a 
purely individual disturbance. 

Especially does this discussion apply to attitudes toward money. Our 
cultural and social setup is by no means the only one in which both 
the economic and the symbolic significance of money are very pro- 
nounced, Characteristically, Goethe, in the second part of Faust, has 
Mephistopheles ironically present paper money as the devil's own in- 
vention for greater “security,” with the words: “Ein solch Papier, an 
Gold und Perlen statt, ist so bequem: man weiss doch, was man hat!” 

At any rate, both in the expansion of the credit mechanism and in 
the symbolic adoption of money-making as a decisive yardstick of per- 
sonal success our socioculture has probably gone much farther than any 
past society. In the conyentional scale of social values, money and 
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financial gain symbolize personal assertion; ownership of money is in- 
terpreted as the best if not the only way to mobility, independence, and 
indirectly security. It would, indeed, be illuminating to explore em- 
pirically the exact correlation between the extent and form of wealth 
and the level of financial aspirations, along with the relationship of 
both to the intensity of striving for security. 

While money is widely associated with success, our pattern of super- 
ego includes several layers, derived from various phases of culture and 
society, of guilt feelings toward the acquisition and accumulation of 
money. Usually such feelings remain on the unconscious level. One such 
layer represents the continued influence of feudal, precapitalist stand- 
ards of value in a capitalist world; both aristocratic chivalry and ascetic 
negation of personal gain continue to bother many an individual under 
the surface of his seemingly money-mad personality. So does past dis- 
dain for the lending and borrowing of money. Another layer consists 
of ethicoreligious standards from the formative period of Christianity 
(or other religions) with their emphasis on spiritual values, renuncia- 
tion of personal gain, and sharing one’s wealth with one’s brethren. 
Much of this influence, of course, is quite conscious, but often it is 
displaced by queer rationalizations only to bother the individual con- 
cerned that much more on the unconscious level. 

A third layer consists of the Calvinist or Puritan standards of thrift 
from the early phase of capitalism, standards which easily get into 
hidden conflict with the requirements of conspicuous consumption and 
pecuniary emulation that an arrived, highly industrialized capitalism 
imposes upon the wealthy. A fourth layer is supplied by the pseudo- 
feudal, ersatz-chivalry standards of the Victorian era—and not only 
in England. A fifth layer comes from the effect of short-range socio- 
economic instability in fostering personal insecurity, which has been dis- 
cussed earlier. Such instability is likely to be interpreted by many, 
again either consciously or not, as well-deserved punishment for money- 
making greed or cut-throat competition. A sixth layer derives from the 
social criticism offered by reform movements, especially those which 
attempt to offer a clean-cut alternative, not merely to existing socio- 
economic institutions but to their underlying scale of values, including 
the money standard of personal success. 

The older layers mentioned are illustrated by the fact that in several 
languages there is only one word for both debt and guilt; in German, 
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for example, Schuld may mean either one. The guilt charge of money 
is also exemplified, in some degree, by certain approaches to philan- 
thropy, as has been mentioned earlier. In prosperous times, at least, 
successful self-assertion through money-making is often followed by 
generous gifts to the charities and foundations, not only to save taxes 
but to save one’s soul. First, one must prove to the outside world and, 
more importantly, to oneself how smart one is; the amount of money 
made is assumed in our culture to be the evidence. When, therefore, the 
fluctuations and vicissitudes of a competitive economy deprive an in- 
dividual of the opportunity to make money—or even to keep the wealth 
acquired earlier—the bottom may drop out under his self-respect as 
well, unless he is remarkably independent of the conventional value 
scale of his society. 

Strong reasons exist for believing that abnormal behavior in money 
matters and in other economic situations is often due to a conscious or 
unconscious clash of conflicting value systems in the mind of an in- 
dividual.** The incidence of such clashes in our society is great enough 
to warrant the hypothesis that the socioeconomic setup itself and, 
especially, the perennial socioeconomic instability are very important 
in explaining this occurrence. (For an example, see Appendix VIII.) 

It would be quite useless, however, for the social scientist to acquiesce 
in a purely psychoanalytic explanation of such behavior on the in- 
dividual level and to stop there.** Granted that such character types as 
the success hunter, the gambler, the gold digger, the miser, the im- 
postor, the dependent loafer, the sucker for easy money, the recluse 
develop out of specific individual experiences, especially those of early 
childhood, two additional factors must be taken into account in order to 
get a reasonably foolproof analysis. The first of these factors concerns 
the cultural value scale and the socioeconomic setting which classify 
a given behavior pattern as abnormal even though another culture or 
society might put a premium on it. In other words, it is essential to 
recognize the sociocultural determination of the yardstick itself, with 
relatively few exceptions, 

The second factor to be considered concerns the comparative in- 
cidence, in various phases and strata of society, of various types of 
personality and behavior. If the same infantile frustration, say, “psychic 
masochism”—to use a term employed by some Freudians—occurs 
everywhere all the time, how can we explain the fact that there un- 
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questionably are and have been many more misers in some societies 
than in others and that, on the whole, they were considered normal 
and socially useful in, say, seventeenth-century Geneva while they are 
usually regarded as crackpots if not worse in contemporary America, 
though a prolonged deflationary situation might change this once more 
some time? 

It is equally hopeless to try to explain the horror of deficit spending, 
governmental as well as private, on the part of many Americans simply 
from cultural, if not psychopathological traits due to inadequate feed- 
ing schedules during early childhood, The idea is that the resulting 
unconscious frustrations make people later hang onto money as a 
symbol of food." Such personality effects may occur individually, or 
even on a mass scale, but no one would think of regarding them as 
abnormal unless and until the prevailing scale of socioeconomic values 
comes to consider deficit spending permissible or desirable. The feed- 
ing habits of American mothers did not change abruptly during the 
Great Depression, but the climate of economic opinion did! 

Similar considerations regarding the changing socioeconomic causa- 
tion and evaluation of “abnormal” patterns in economic life also apply 
to some other types of personality or behavior. The gambler, for 
instance, is a frequent figure in the most diverse cultures and societies 
(see Chapter I) but his social role varies enormously. Some of us may 
be content with the broad assertion that the gambler always uncon- 
sciously wants to lose, It is probably more accurate to say that gambling 
usually results from conscious or unconscious desire either to dodge 
the existing socioeconomic arrangement as it concerns the individual, 
or to channel existing tensions into an organized outlet. There may 
also be a desire to build up artificial tension where life itself produces 
too little of it to be attractive, 

In a competitive economy speculative “gambling” is organized and 
institutionalized along specific lines. The social position of the 
gambler type is thus characterized by a dichotomy. On the one hand, 
his gambling drive is appreciated and possibly rewarded insofar as it 
goes into speculative business initiative. On the other hand, it is usually 
outlawed and punished if it is channeled into gambling per se, without 
serving any real market function. Stock-exchange speculation is con- 
sidered both smart and socially useful, at least as long as it is successful. 
Gambling at the horsetracks is usually outlawed or drastically restricted, 
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although significantly it is often tolerated unofficially both by prevailing 
opinion and by public agencies. 

“Abnormal” economic behavior may thus be considered abnormal 
only within a very specific framework of institutional, cultural, and 
socioeconomic character. This does not imply that all types of abnormal 
economic behavior should be viewed in relativistic terms. It does mean 
that some of them, possibly the majority, fall into this category. The 
Zuñi culture, for instance, considers personal initiative and drive ab- 
normal in the sense of deviant and puts severe sanctions on it, whereas 
our own culture rewards it.* 

Attitudes toward gold are another interesting example of normality 
standards that are subject to sociocultural change. Until the early eight- 
eenth century gold and, in a lesser degree, other precious metals were 
the recognized standard of wealth in both a good and a bad sense. 
Gold was the standard and symbol of financial success as well as of sin- 
ful greed. With the development of an economy based on credit and 
paper money and with the disruption of the international balance-of- 
payments mechanism by two World Wars and a major depression, gold 
lost much of its former economic importance, especially in the domestic 
affairs of nations. But in an atmosphere of socioeconomic instability it 
still stands as a symbol of security and real value for many. This is one 
important reason why governments of the most diverse ideological 
denominations are anxious to maintain it as backing for their currencies 
—even when no real economic reason warrants it—and why it is still 
hoarded whenever public regulations permit it, if not in defiance of 
them. 

Another example of the dangerous value conflicts in contemporary 
economic life sometimes results from salesmanship, which our civiliza- 
tion considers the great medium whereby consumers are supplied with 
the fruits of modem production and the latter stimulated into ever 
greater achievements. Arthur Miller, in Death of a Salesman, has pre- 
sented symbolically the actual ambivalence, in socioeconomic and psy- 
chological terms alike, of salesmanship and, implicitly, its historical and 
cultural limitations, The successful salesman has been one of the heroes 
of our civilization, one of the prototypes of personal as well as financial 
success, But what made him become a salesman, what caused him to 
develop that restless drive for contacts that brings success in this oc- 
cupation? In terms of the incidence of specific personality types, an un- 
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fulfilled and usually unconscious urge for acceptance and affection, in 
short, a specific type of personal insecurity, appears to be conducive 
to a person’s becoming a salesman and then driving himself restlessly 
into success (see Chapter I, pp. 33-35), When, in the play, advancing 
age and other external changes bring the selling success to an end, the 
salesman loses also his indispensable self-assertion as a socially useful 
person, 

Finally, the incidence of work compulsions mirrors in part the dy- 
namics of a competitive society where moderation or standstill threaten 
destruction, where survival is deemed to depend on constant expan- 
sion, and where seeming personal adjustment is often achieved at the 
expense of other people’s real maladjustments. The exact border line 
between a healthy activity impulse and a pathological work compulsion, 
the latter often overcompensating a strong unconscious need to relax 
and to be cared for, can thus be defined only in terms of concrete socio- 
cultural values, 

These few examples may suffice to illustrate concretely the interaction 
between socioeconomic instability—especially when it comes into con- 
flict with a long-range scale of yalues—and personal insecurity. The 
social incidence of the latter, in its specific and changing forms, appears 
to depend largely on the occurrence and kind of the former. If and 
when personal insecurity of specific types develops in society on a large 
scale, it is then likely to backfire and to affect the prevailing patterns of 
economic behavior, even to the point of making a new social rule out 
of patterns that were formerly considered abnormal or, at least, an indi- 
vidual exception. 


Avenues of Research 


The hypothesis formulated in this chapter assumes that socioeco- 
nomic instability that obtains during childhood and later influences 
personality formation and behavior patterns and thus has a decisive 
impact upon the rise and incidence of various personal insecurities in 
our society. Widespread insecurity may in turn influence individual and 
group behavior in economic and social situations. Such interaction is 
indicated by impressive, if scattered and incomplete, evidence from 
both economic and psychological sources. Convincing proof that this 
hypothesis is correct (or incorrect) will require a very extensive and 
complex machinery of gathering and comparing data. The following 
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paragraphs are designed to suggest the main avenues of further search 
for such convincing evidence one way or another.” 

1. Survey data. Brief sample interviews cannot hope to uncover the 
whole story, but they can help greatly by revealing the comparative 
spread of subjectively felt insecurity during various periods in a given 
population and in specific social groups. This can partly be garnered 
through reference to socioeconomic factors that directly affect the level 
of personal security; for example, through questions about feelings of 
financial security, In addition, indirect questions can be asked to bring 
out the general atmosphere in society as reflected in individual attitudes, 
as well as the incidence and distribution of certain personal phobias, 
worries, or expectations that may have a bearing on this problem. 

Many such questions would have to be of a projective type, and 
serious problems of interviewing method, coding, and quantification 
would undoubtedly be present. Even so, the application of survey tech- 
niques to patterns of personality and behavior in their interaction with 
economic life looks rather promising. The kinds of questions to be asked 
might include some on the perception of the world outlook in general; 
planning for the future of the family; a comparison of children today 
with those of the respondent's childhood; nervous feeling; the effects of 
minority status; the relationship between the income and a sense of per- 
sonal achievement; membership in social or group organizations with 
its advantages and drawbacks; evaluation of conformity and independ- 
ent thought; the incidence and degree of receptiveness toward authori- 
tarian or totalitarian solutions; geographic, occupational, and social 
mobility and its psychic effects; various aspects of feeling settled; 
personal-security aspects of specific types of business and consumption 
such as real-estate ownership, insurance, liquor, movies, fashions, adver- 
tising; attitudes toward money, such as hoarding, gold, saving, invest- 
ment preferences; and various related questions. 

The limitations of survey methods are: (1) that they are usually not 
well suited to bring out unconscious factors even when the interview 
succeeds in breaking through the outside screen of camouflage and ra- 
tionalization; (2) that they are largely confined to contemporary data 
in a few Western countries with freedom of speech and do not lend 
themselves easily to historical or anthropological comparisons; (3) that 
they require a complex and expensive machinery even where they are 
applicable. All this is said, not in order to argue against surveys but in 
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order to delineate their legitimate applications in the field with which 
we are concerned here. 

2. Psychiatrists, lay analysts, clinical psychologists, psychobiologists. 
Few members of these groups are likely to keep detailed case records 
and fewer might be willing or able to make them available, even with 
all identification removed. A wealth of important material might, how- 
ever, be opened up here by extensive questioning, especially of all kinds 
of psychotherapists, on the known, possible, or probable connection be- 
tween specific socioeconomic influences and personality disorders in 
their clinical experience. For the thoughtful psychotherapist “is con- 
cerned when the rules and the underlying and supporting culture- 
complex are so incongruent and so peculiarly contradictory that they 
give rise in some people at least to states of mental disorder—and prob- 
ably in everyone to some measure of insecurity.” ° 

At the very least, valuable information concerning the socioeconomic 
aspects of recently treated disturbances (and perhaps concerning long- 
range trends in the types of neuroses) might be utilized and compared 
in this way, although it is doubtful whether these materials would be 
suitable for tabulation, Some such materials are available in the various 
journals of psychiatry, psychology, and sociology; but an attempt at 
more systematic and less haphazard utilization of psychotherapeutic 
experiences through the interviewing of practitioners should be well 
worth while. Ample allowance should be made, however, for differences 
in the classification, interpretation, and treatment of the personality 
disorders concerned and in the socioeconomic knowledge and philos- 
ophy of the psychotherapists to be questioned. 

3. Social-work agencies. The experiences of psychiatric social workers 
and the activities of social-work agencies in general offer a potential 
mine of information on the problem before us. In particular, it would be 
very illuminating to compare the types and incidence of those cases 
which are referred to psychotherapists with other cases that reach the 
social-work agencies. In the latter case, the cause of the trouble is pre- 
sumably socioeconomic only, while the former type represents an inter- 
action between socioeconomic and personality factors of disturbance. It 
would be very interesting to plot the frequency of the various types of 
trouble against the specific socioeconomic background and family con- 
ditions concerned. It would likewise be most illuminating to com- 
pare a representative sample of children from unemployed (or 
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formerly unemployed) families with other disturbed children. Here 
again, many scattered data exist and quite a few have been published, 
but a full utilization for the purpose of this kind of investigation appar- 
ently remains to be made. Only part of such data could be expected to 
lend itself to tabulation, but all would be suggestive. 

4. Clergymen, Personal insecurities of almost any kind, including the 
main types discussed earlier, are brought to clergymen, whose need for 
both socioeconomic and psychological training has received much 
emphasis in recent years. It has also been pointed out repeatedly that 
there is no rigid border line between the function of an open-minded 
psychotherapist and that of an open-minded clergyman." If extensive 
interviewing of the latter on their experiences with the socioeconomic 
background of personal insecurities could be carried out, the informa- 
tion thus obtained might be of considerable value. 

5. Mental-hygiene agencies. Scattered data from such agencies as the 
National Association for Mental Hygiene, the Association for the Ad- 
vancement of Psychotherapy, the Veterans Administration, and the 
armed services (especially from selective-service experiences), when 
assembled, integrated, and compared with survey data available, might 
be invaluable, The Association for the Advancement of Psychotherapy, 
for instance, issues a questionnaire to patients which includes some 
questions regarding the socioeconomic background of the family. 

6. Mental institutions. Public mental hospitals usually have some in- 
formation about the financial standing of their patients, though this in 
itself is not an adequate definition of their socioeconomic background. 
This also applies to private institutions, with the additional qualifica- 
tion that they usually cater only to patients from the upper-income 
class and thus do not represent a cross section. The questionnaires sub- 
mitted, for screening purposes, to job applicants at mental institutions 
may also contain some lessons for wider application concerning the 
types of questions that are apt to bring out personality factors of socio- 
economic interest. 

7. Employment agencies. From the experiences of employment 
agencies with vocational guidance, with data on the incidence of work 
inhibitions and excessive job mobility and with various personality 
tests, valuable information on the relationship between socioeconomic 
and personality factors might be gained. 

8. Insurance companies. Records of the life-insurance business (and 
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of other sources of vital statistics) on the trend of divorces, mental dis- 
orders, and suicides can be of some help, at least if it is possible to 
separate statistically the neurotic disorders, and possibly the “insecurity 
suicides,” from others. Insurance data permit conclusions concerning 
other aspects of personal insecurity feelings as, for example, by com- 
parison of the emergency-protection aspect with the savings features of 
life insurance. The Survey Research Center found, from a regional sur- 
vey, that the protective aspects far exceed the savings features in the 
minds of people—both those who are insured and, in an even larger 
degree, those who are not. Especially does this apply to the protection 
of dependents. The lower income and educational groups emphasize 
protection even more than the others. In this survey, 43 per cent of all 
privately insured families felt that they carried too little insurance; even 
in the group carrying the most insurance ($20,000 or over) the per- 
centage was still 28. Only 3 per cent of the total thought they carried 
too much insurance; this proportion was no less true of those covered 
by social insurance than of others, as was pointed out on page 106. 
Questions addressed by the Survey Research Center to a national pop- 
ulation sample in the course of a June 1952 survey of inflation attitudes 
showed comparable results. Some 81 per cent of all families were 
found to carry some kind of life insurance; only 19 per cent did not. 
Among the main reasons given for recent purchases, protection was 
mentioned by 26 per cent and family factors (such as dependents) were 
listed by another 55 per cent, while strictly economic factors (such as 
investment or retirement income) accounted for only 13 per cent and 
pressure by agents or others for 6 per cent,” 

9. Age-group data. Information about the condition of specific. age 
groups may be very illuminating in this kind of an investigation. Above 
all the experiences of school clinics for mental hygiene or child guidance 
may be helpful, particularly when they list parents’ income or other 
socioeconomic data. Here again, not all the data may be suitable for 
tabulation, but even so this information may throw much light on our 
problem if it is compared with that coming from the other sources 
listed. At the other end of the life scale, explorations in gerontology, 
especially in the attitudes of various age groups toward the growth in 
life expectancy and the social proportion of old people, may also con- 
tribute to our evaluation of personal insecurity in its socioeconomic 
incidence. In between these two groups, any special data (for ex- 
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ample, from the armed services and the Veterans Administration) re- 
garding the mental health of the middle-age groups including the 
depression generation would be helpful, but there is somewhat less 
hope here for conclusive data than in the two border age-groups men- 
tioned, 


Conclusion 


In answer to the second question posed in the Introduction, we may 
state that impressive indications point to socioeconomic instability as 
a leading factor in explaining the changing incidence and distribution 
of personal insecurities, which may then backfire upon socioeconomic 
attitudes and behavior. This hypothesis rests on strong grounds, but it 
is not easy to prove in an irrefutable way. To begin with, the frame of 
reference for such concepts as stability, security, flexibility, or adjust- 
ment lacks reliable and widely accepted definition at this point, both in 
socioeconomic and in psychological studies. Moreover, the relationship 
between the two sets of factors is complex; there are evidently some 
types of insecurity that are not rooted in socioeconomic conditions and 
that originate in strictly individual factors of personality (organic ones, 
for example). There are, on the other hand, a good many cases in which 
socioeconomic instability fails to be accompanied by personal insecurity 
on the individual or group level. Allowing for these two types of cases, 
however, we find indications of a wide area of overlapping which 
strongly suggests a far-reaching interaction. 

Extensive research remains to be done in order to test this hypothesis 
convincingly—for example, by measuring the changes and variations 
in expectations, aspiration levels, and motive patterns which accompany 
major developments of socioeconomic instability either immediately or 
later. Much light could be thrown on the problem by utilizing and 
integrating all the potential sources of information mentioned, even 
though only part of the latter would lend itself to foolproof verification 
and, especially, to quantitative presentation. 

For proper perspective, such evidence from our own period will 
require checking against any comparable information that can be ascer- 
tained from historical or anthropological sources. While we obviously 
cannot hope to measure ex post facto the extent of personal insecurity 
in a feudal society of the past, for example, there is much indirect 
evidence that would permit fruitful comparisons with our own period. 
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What matters from the viewpoint of social policy is to break any 
vicious circle that may have resulted thus far from a constant inter- 
action between socioeconomic instability and widespread personal 
insecurity. If it should be possible to establish convincingly the exact 
pattern of such interaction, the next and decisive possibility might be 
to work out a psychoeconomic therapy on a wide social scale. Such a 
procedure, not to be confused with mere group therapy, could then 
attempt to bring about both healthier minds and healthier institutions 
at once. At this point we appear to be quite far from any general agree- 
ment on the nature of the evil or on the task we face, let alone the 
solution or even the identity of the prospective therapists; but explora- 
tion of the possibility of a combined reform of institutions and attitudes 
appears promising. 


Chapter IV 


Economic Reform 


and the Human Mind 


IN ONE WAY or another, the fateful interaction between socio- 
economic instability and personal insecurity has absorbed the attention 
of many of those who have not given up hope that the condition of 
mankind can be improved. A good many psychologists and psychoan- 
alysts believe that such improvement can best be achieved by educating 
or curing a sufficient number of individuals in the right way. The 
Marxian school and some other approaches to social thought, on the 
other hand, assume that with a suitable change in socioeconomic insti- 
tutions the individual will automatically achieve or regain his peace of 
mind. 

Although both assumptions contain a certain nucleus of truth, neither 
one seems entirely satisfactory in the light of recent advances in both 
economic and psychological knowledge. A good many economic re- 
forms have miscarried despite intrinsic merits because the value sys- 
tems, attitudes, and motive patterns of the populations concerned were 
not taken into sufficient account. At the same time, the soundest 
approaches to education—let alone any attempt to cure individuals 
one by one through clinical treatment—have run into insurmountable 
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difficulties on the practical level in the absence of a suitable economic, 
social, and political setting. 

There is need, therefore, for an integrated approach to economic 
reform and to other institutional reforms, for that matter; an approach 
which would take the psychological and cultural characteristics of the 
population concerned into constant account, along with its economic 
features. This need was expressed in the question raised in the Intro- 
duction under (8). The first condition for such an approach is clarity 
concerning the motivational factors that make persons and groups 
support, tolerate, or oppose economic reform in general or a particular 
type of it. Such analysis should then be integrated with the social factors, 
such as the degree of economic stability, that make for a high or low 
incidence of the various reaction patterns in a given society, group, or 
period. 

Some of these social factors have been discussed in the preceding 
chapter. It is the purpose of the present chapter to show more specifi- 
cally the connection between a given socioeconomic setting and the 

incidence of particular types of personality and ideology, such as con- 
servatism, reform, or revolt; to point out that attitudes toward economic 
reform, far from being determined by rational-logical processes alone, 
usually reflect a belief system based on the general character traits of 
the person concerned; to apply these considerations to the basic differ- 
ence between revolt and reform attitudes in economic life, with special 
attention to patterns of the labor movement and to various types of 
economic planning; to discuss both the lure and the danger of the 
totalitarian mentality in economic life; and to emphasize the necessity 
of keeping needed economic reforms in line with the psychocultural 
setup of the population concerned, 


Personality and Ideology 


Ideas on economic conditions and needs, like other ideas, do not 
occur to a person by accident, nor do they necessarily impress people 
merely because somebody has presented them. The receptiveness of an 
individual to specific ideas, especially those which imply social change, 
is conditioned by the general pattern and development of his percep- 
tion, which in turn reflects the basic structure of his personality. In 
this discussion we are concerned only with those personality-shaping 
influences that foster specific attitudes and ideologies in the sphere of 
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economic life. We also remain interested in the impact of economic 
conditions upon personality formation, some aspects of which have 
been discussed in the preceding chapter. 

In terms of the prevailing theories in the field, personality could be 
defined as “the individual’s organization of predispositions to be- 
havior,” + with emphasis on its unique and persistent traits, which may 
show similarities among many persons in the same society, on its dy- 
namic orientation toward the environment, and on the continuous 
though varying interaction between each individual and the society he 
lives in. There are strong empirical reasons to believe that many essen- 
tial traits of personality are acquired in early childhood. The total 
personality formation, however, is determined by a combination of 
biological, group, role, and situational factors. 

The concrete functioning of a personality is largely characterized by 
the urge for self-expression and for a reduction of tensions. Specifically 
this applies to tensions that result from unfulfilled needs or aspirations or 
from conflicts of goals within an individual, which often reflect clashes 
between his personal disposition and the social norms he faces. It makes 
all the difference in the world in what specific ways such reductions of 
tensions are achieved—whether important conflicts are repressed leaving 
the entire personality dominated by a basic anxiety on or below the 
conscious level; whether conflicts find a pseudo-solution by purely ex- 
ternal adaptation; or whether they are resolved in a productive and 
socially fruitful manner. 

Because of such differences the incidence of specific personality types 
in various societies is greatly influenced by prevailing socioeconomic 
conditions, of the past or present, that is, by the probability that a 
child (and, in some cases, an adult) will experience certain frustrations, 
conflicts, satisfactions, or norms. The meaning which the individual will 
typically attach to such experiences will vary with the kind of percep- 
tion and value system in which he has been brought up. 

This, however, is not meant to be a subscription to the child-rearing 
theory of basic personality, not even in its refined form as presented 
by Abram Kardiner2 To begin with, while childhood experiences are 
extremely important in personality formation, certain happenings dur- 
ing later periods of life may also have a substantial share in this con- 
tinuous process, Further, typical experiences both during childhood 
and later may differ significantly within the same society according to 
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the class or subculture (racial group, for instance). The child-rearing 
methods, of course, do not come out of nowhere; they are determined 
and changed in a large degree by economic factors such as the method 
of soil cultivation as it affects family life, by population trends, and by 
property relations. Moreover, some decisive influences upon childhood 
experiences—both typical and unique influences—stem from medium- 
range or short-range events such as wars, famines, slumps, inflations, 
oppression, revolution, technological innovation as well as from long- 
range cultural factors. Recognition of the latter need not blind us to 
historical and institutional influences of a more immediate nature. Last, 
but not least, modern industrial cultures are generally far more complex 
and dynamic than the culture of, say, the Tanala or Comanche. As a 
result, the interaction between culture and the individual personality is 
now less direct and less definite than the interaction between socio- 
economic processes and the individual personality. 

In other words, in order to understand the personality formation in 
any specific case, especially as it affects attitudes toward economic 
change, we must consider the interaction of cultural setting, socio- 
economic factors, and strictly individual endowment or experiences. 
These three kinds of influences may reinforce, balance, or weaken one 
another in a given person depending on their direction and intensity. 
Certainly a purely cultural theory of basic personality could not hope 
to explain fully the attitude of an individual toward economic reform. 
Such a theory might admittedly be of some help in explaining the in- 
cidence of certain ideas, their general reception, and their effectiveness, 
but it would need supplementation by an analogous account of socio- 
economic (that is, shorter-range) influences upon personality. 

Such socioeconomic influences include, especially, the class situation 
and the group membership in which the individual finds himself em- 
bedded by virtue of his birth or family position. The family, and later 
the playmates, the school, or the church, transmit to him an “objective” 
role expectation which he internalizes currently, thus making it sub- 
jective as well. If and when he does not do so sufficiently—and this is 
not an infrequent case in our dynamic and mobile society—extra 
tensions and conflicts result. Similar conflicts may arise between the 
level of aspiration of the individual or family and the objective oppor- 
tunities which are available on the basis of socioeconomic position.* 
Instability in economic life can produce particularly damaging effects 
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in either arousing new personal conflicts or leaving the existing ones 
unresolved. 

Quite apart from distinct conflict situations, the perceptive and pro- 
jective system itself is typically influenced by the socioeconomic setting 
and the resulting role expectation, as well as by the given cultural back- 
ground in general. In some degree education, in a broad sense, serves 
the function of training children in the prevailing ways in which society 
sees, overlooks, or associates things. The “size of the world” in which a 
person lives, or his life space, his value system, his application of 
causality, and his pattern of identification and ego involvement are all 
significantly influenced by the socioeconomic order and by his family’s 
specific role in it. This need not mean, of course, that he will always 
conform to the prevailing social standards; individual sources of dis- 
content may modify his attitudes, especially in combination with other 
persons from the same group or subgroup. Particularly is this true in or 
after critical situations in society with a quasi-traumatic effect. Non- 
conformity may then serve as an instrument of individual self- 
assertion.* 

Even if full allowance is made for the great importance of the socio- 
economic and cultural background, including status and role expecta- 
tions, experiences of a strictly individual nature still retain a certain 
share in shaping the personality. Each person lives in a unique family 
setting and undergoes life experiences that are not exactly paralleled by 
those of any other person. Even though the incidence of authoritarian 
fathers in a given society may be enormous, some will always be more 
authoritarian than others; the relations between children and mother 
or among siblings always vary somewhat; and the specific combination 
of traumatic or other experiences—say, a fire, an accident, an impressive 
acquaintance—is never exactly repeated by another child, The com- 
bination of individual endowment and experiences with cultural and 
socioeconomic influences determines, first, the general setup of a given 
personality including its level of maturity and, second, its propensity 
to develop specific socioeconomic attitudes, its receptiveness toward 
emotional and intellectual forces which lead to ideological involvement 
of one kind or another. 

Kurt Lewin, Solomon E. Asch, and others have shown that social 
attitudes and actions interact with perception and that the possession of 
correct knowledge—even if based on firsthand experience—does not 
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automatically rectify distorted perception, especially if the latter is 
rooted in a definite group pattern. Similarly, individuals tend to accept 
new values and beliefs through identification with a new group, not the 
other way around. The degree of flexibility and independence with 
which a person reacts to his own experiences, his ability to learn from 
them in contrast to mere submission to the intellectual authority of 
others, the very capacity to believe intensively in definite values and 
ideas—all these largely express the basic traits of personality.’ 

An individual will thus accept or reject a specific “ideology’—mean- 
ing a system of ideas based on the prevailing norms of a group and its 
body of common beliefs—according to his own personality constella- 
tion as of a given date. The cultural and socioeconomic setting con- 
cerned make it likely that many individuals within any particular 
group will accept a specific ideology based on the social values of this 
group. Sherif defines such values as “socially established affective 
fixations.” Because of individual variations, however, there is no pre- 
dictive certainty about this process in any one case. At the very least, 
there will be individual differences in the intensity of opinions, loyal- 
ties, or prejudices, and in the readiness to question or reinterpret the 
social values, 

In other words, the cultural and socioeconomic heritage enters 
decisively into the superego of each individual in determining the 
probability that he will accept or reject a given ideology; but the ques- 
tion whether a specific individual will actually accept it, and with what 
degree of involvement, will be decided by his unique traits of per- 
sonality. We can only mention here the broader question of whether or 
not ideologies should be interpreted as a “superstructure” upon socio- 
economic systems or classes, perhaps in some parallel to the role of the 
superego in the conceptual system of Freud, and whether the decisive 
binding force of an ideology is in an original myth of a group or insti- 
tution, in the substitution of a desired world for the real one, or in any 
other factors, 

Regardless of the exact answers to such fundamental questions, the 
general processes of ideological change have a direct bearing on atti- 
tudes toward economic reform, If the personality traits that were ac- 
quired in childhood determined the ideological attitudes of each person 
for the rest of his life, no real question would arise. It is clear, however, 
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that for most persons this does not hold true, although it may apply to 
a few. 

At the same time, psychological experiments and political evidence 
alike indicate that attempts at change of socioeconomic attitudes through 
factual arguments affect incomparably fewer people than do emotional 
appeals that are addressed directly to frames of reference. The 
attempted shock effects of totalitarian propaganda, regardless of its 
specific brand, aim precisely at this target. Objective economic events, 
however, may sometimes produce a shock effect too. Bankruptcy in a 
family business, long unemployment shared with many other members 
of the group, or loss of family savings during an inflation may result 
in a change of the frame of reference either directly or in the wake of 
propaganda that hits precisely this sensitive spot. Unless such a hit is 
scored, propaganda will be ineffective no matter how vocal or tech- 
nically accomplished it may be. It is important to realize, however, that 
the propensity of individuals to change their ideological attitudes is 
partly a function of the social setup. Individuals in a society with a 
high degree of mobility and differentiation tend to be less insulated 
against such shifts than are individuals in rigid and firmly entrenched 
societies, The threshold of attitudinal change varies according to the 
cultural and socioeconomic background. 

If we apply these principles to ideological variations in our own 
period, what attitudinal differences among personality types exist today 
in relation to economic reform? The experiences of the last two or three 
decades indicate that the decisive difference in contemporary Western 
societies is that between the totalitarian and the democratic types of 
personality. These concepts are used here merely to characterize polar 
extremes. In reality every person, of course, represents some combina- 
tion of both these traits and many others. The relative preponderance, 
however, of either totalitarian or democratic traits in each individual 
and group today is of crucial importance. 

Self-absorbed persons and, especially, self-haters, with the possible 
exception of some negativistic, passive types, tend to become intolerant, 
black-or-white, fanatic proponents of a “cause,” which is no less likely 
today to be an economic one than a political or a religious one. Their 
self-hate is projected to groups, institutions, or beliefs; the “cause”— 
perceived as the panacea to the exclusion of any legitimate alternative 
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—serves as a desperate device to which they cling in the absence of 
genuine safeguards of personal security. Late conversion, based on an 
attitudinal shock which disturbs earlier roots of personality, is especially 
conducive to such zealotry.’ 

Persons with mainly democratic traits, on the other hand (the concept 
of democracy is used here not in its political sense but in that of 
character structure), show, above all, open-mindedness, that is, mature 
readiness to change or adjust their attitudinal system in line with im- 
portant new experiences, including prominently those of an intellectual 
type, without, however, succumbing to a constant drive for conformist 
adaptation to the fashion of the moment. Society itself can either en- 
courage or discourage, either reward or punish such personality traits, 
especially through its educational philosophy and system.’ Here again, 
the incidence of persons with mainly democratic traits depends on the 
cultural and socioeconomic setting, though there are modifying factors 
in each individual. 

In summary, it would make little sense to ask whether personality 
determines ideology—perhaps through strictly individual traits of 
biological heritage and childhood experience—regardless of a person's 
socioeconomic position, or whether this position determines the ideo- 
logical preferences of a person without regard to purely individual 
experiences and traits. Neither assumption would be realistic. The 
personality pattern is decisive in shaping the ideological attitudes, but 
it is not the ultimate determinant, socially speaking. The given social 
arrangements—class structure, economic institutions, living standards, 
the degree of economic stability—act upon the family and the educa- 
tion process. These arrangements thus determine the probability that 
individuals in a given society and group will be exposed to specific 
types of frustrations and compensations and that certain patterns of 
aggression will be tolerated or even encouraged while others are not. 

In other words, while the ideological preference of a person is 
largely shaped by his individual experiences during childhood and 
later, the probability that he will undergo specific types of experiences 
is determined by the socioeconomic structure including his own group 
situation. The ideology of a person is individually determined; the 
incidence of individual ideologies of any specific type is socially 
determined. 

This brings us to the question for which this section has really tried 
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to prepare the ground. Which specific traits of personality are con- 
ducive to affirmative, critical, indifferent, or oscillating attitudes toward 
economic reform in general, disregarding at first the differences among 
its various possible types? 


Reformers, Conservatives, Apostates, Indifferents 

Two extreme opinions are often presented in answer to the question 
just mentioned. One of these opinions denies any definite relationship 
between specific personality traits and ideological attitudes and con- 
siders the latter either accidental or based entirely on personal values 
that were acquired from experience, study, and insight. At best it is 
admitted that personality traits may be relevant for the role of a person 
in any movement he happens to join—his rise to leadership, for instance. 
The other extreme opinion considers the ideological attitude of an 
individual to be strictly a dependent variable which is fully defined in 
each case either by his biological heritage or by his childhood ex- 
periences, class situation, or transcendental predetermination. 

The alternative to both extremes is a typology of ideologies, which 
is based on personality factors in each case but gives due credit to the 
part of social influences in determining the incidence of the various 
reaction patterns in a given period. Allowance is made for the possibility 
that, on the basis of individual endowment only, John Doe might be a 
rebel in one society, a conformist in another, Theoretically this kind of 
typology could be applied to the most diverse kinds of ideological 
attitudes in various societies—to profiteers, demagogues, politicians, 
preachers, moralizers, totalitarians, pacifists, altruists, indifferents—if 
we wanted to apply our own concepts to other populations as well.’ 
This discussion, however, will be confined to attitudes toward economic 
reform in contemporary Western societies. The principal types con- 
cerned are the reformer, the conservative, the apostate, and the indiffer- 
ent. Important subdivisions could admittedly be made in each case. 
Moreover, significant differences exist not only in the content of 
ideologies and reaction patterns—that is, change, preservation, or 
vacillation—but in the degree of involvement. 

Before proceeding to a detailed discussion of these differences, a 
renewed warning may be in order at this point against any attempt to 
explain ideologies purely from individual traits. It would be hopeless to 
disregard the social setting that first underlies the formation of such 
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traits in the minds of people and then confronts these traits as they 
manifest’ themselves in practice. Father haters in the society of the 
Trobriand Islands in the Pacific, for instance, may acquire their char- 
acteristics for reasons quite different from those of father haters 
in mediaeval England or contemporary Italy; the overt manifestation 
and social reception of such attitudes may likewise be quite different. 
Allowing constantly for such sociocultural distinctions, we may venture 
the following generalizations concerning the main ideological types in 
the field of economic reform in the West today. 

a. The reformer. The term reformer is used here in a broad sense, 
meaning a person who is actively and genuinely interested in extensive 
change of specific economic conditions regardless of whether or not this 
is felt to affect basic institutions, The term thus comprises potentially 
the whole range of methods from the gentle missionary to the merciless 
revolutionary. Nonconformity toward existing conditions or institu- 
tions, in contrast to antisocial egocentrism in rebellious form, is the 
yardstick to be used here. This concept of reform includes backward 
change or reaction no less than forward change, but it is the latter kind 
upon which the present discussion will be focused. 

It appears that reform attitudes typically go through two phases, not 
necessarily in a strict time sequence. The first phase is characterized by 
introversion and idealized images, the second phase by extrovert group 
action during which such images are externalized, that is, projected and 
applied from the self to the outside world. The first phase probably 
originates in specific frustrations during the period of personality forma- 
tion. This phase need not necessarily reflect a neurotic situation, but 
occasionally this may be the case. Such frustrations may be of a 
strictly individual type (say, witnessing an accident without being able 
to help); or they may be due to a socioeconomic situation (say, lack 
of adequate food in the family due to father’s unemployment). They 
may, finally, arise from more hidden and indirect malaise and guilt feel- 
ings of a class or group, which may be an upper one no less easily than 
a lower one. 

In other words, attitudes toward reform, let alone outward behavior, 
may reflect a varying combination of individual factors and group situa- 
tions: John is a reformer because he has adopted the attitudinal frame- 
work of his parents, who are reformers; Mary is a reformer because she 
is at odds with her parents who are conservatives; Joe is a reformer 
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because he has a conformist character and everybody in’ his group 
(perhaps a lower one) is a reformer; Ruth is a reformer because she 
has a nonconformist character and wants to get away from her group 
(perhaps an upper one). Moreover, a nonconformist person is allowed 
a varying range of deviation depending on the culture, society, and 
group before being forced out of his original role or membership.’ 

If we allow for such variations, the two main sources of proreform 
attitudes are, first, group conformity among persons who have shared 
frustrating individual experiences, especially those due to economic 
handicaps of the group; and, second, nonconformity on the part of 
persons from more privileged groups, who project individual frustra- 
tions to the social scene. In the latter group, the desire for a kind of 
group solidarity which they miss in their own stratum and which they 
tightly or wrongly associate with lower classes, or with reform move- 
ments, is especially important.™* 

This disposes of two mechanistic approaches to the problem under 
discussion: first, the belief that proreform attitudes usually indicate a 
more or less neurotic disturbance of personality, while social con- 
formity reflects personal adjustment; and, second, the assumption that 
attitudes toward reform are a mere function of the objective economic 
situation of the group concerned, so that reform programs would disap- 
pear automatically with economic improvement. Both assumptions con- 
tain a nucleus of truth; both, however, have often been subjected to 
unwarranted generalizations which have obscured the actual complex- 
ity of the problem. 

This complexity is mirrored in the wide range of reform attitudes 
that was mentioned earlier. Why do so many people in our period be- 
come economic reformers, rather than prohibitionists or adventists, 
for example? The main reason is probably i in the central value position 
of economic issues in our society as distinguished from, say, mediaeval 
feudalism or other precapitalist societies. The unsettling and bewilder- 
ing effect of industrial fluctuations, in particular, has tended to focus 
the attention of reformer types upon economic issues. In many indi- 
vidual cases, moreover, the nature of the initial frustration or of the 
subsequent projection may emphasize, in a person’s mind, the field of 
economic action more readily than religious or technological problems; 
or it may lead to a combination of several such fields of interest in one 
reform program. 
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Similarly, the question of why John Doe becomes a mild gradualist 
while Joe Doakes goes in for fierce revolution can only be explained in 
terms of individual personality traits against the background of the 
culture, society, and group concerned. “Revolution” itself may turn into 
destructive, vengeful revolt in one case, long-range nonviolent recon- 
struction of society in another. Moreover, a movement which starts out 
in a revolutionary vein may become bureaucratic, conservative, or 
reactionary, while some of its supporters continue to believe that it 
remains what it was initially. Conversely, mild gradual reforms may 
unwittingly add up to great changes, or they may increase in momentum 
sufficiently to generate a new social program. 

Revolution, in its underlying mentality, may thus lead either to 
reform or to revolt. Any far-reaching change in society due to more or 
less deliberate group action can be classified as revolution, especially 
when it is speedy; but the eventual content of revolution may be either 
constructive or destructive (or both, in either order). In practice, many 
revolutions contain both elements. That is why revolutions tend to 
split sooner or later into two camps, on psychological lines; one of the 
factions then devours the other. In nearly every revolution there is a 
showdown between those who are after genuine socioeconomic change 
and those whose main personal need is really vengeance and a destruc- 
tive form of tension release. The same applies to counterrevolutions. 

This fundamental divergence of psychic needs is especially clear in 
the history of Marxian movements. A first look at personality factors in 
the early development of Marxism shows that, of its two founders, Karl 
Marx was the son of a forward-looking, respectable intellectual, a con- 
verted Jew; Friedrich Engels’ father, on the other hand, was a Calvinist 
with grim, harsh, and somewhat bigoted traits. The differences in 
family and group environment were considerable, yet the actual com- 
bination of effective personality factors in each of the two men hap- 
pened to associate the two very different personalities in a lifelong 
joint effort. 

It would be quite foolish, however, to expect either type of per- 
sonality traits necessarily to exist in present-day Communists: the latter 
range all the way from landless peasants in Indochina to conformist 
bureaucrats in the Soviet Union, and from these to neurotic types in 
Western countries, who unconsciously wish to be persecuted and pun- 
ished. 


Economic Reform and Human Mind 163 


The case of Gerhard Eisler exemplifies the fact that family back- 
ground, while important, is only one of several variables in shaping a 
person’s ideological history. Eisler and his sister Ruth Fischer are of 
mixed parentage; they were brought up in Germany and Austria under 
financial stress in the family; both became active Communists and 
carried on an exciting life on party assignments; but the sister was 
expelled from the party as early as in the mid-twenties and became a 
bitter apostate, while the brother remained a faithful party activist 
throughout the decades that followed. Another brother, also with Com- 
munist sympathies, became a successful composer. Individual modifica- 
tion of the joint family background turned out to be of decisive influence 
at some juncture in life.!? The nature of assignments—and, conse- 
quently, the personality requirements—for international Communist 
activists have changed greatly since 1917: appeals by Communists for 
economic reform now mostly serve as mere disguises for the expan- 
sionist aims of Russian foreign policy. 

At the other end of the scale there are Mahatma Gandhi and his suc- 
cessor, Acharya Vinova Bhave, preaching home industry and land re- 
form without violence, trying to convince others through their own 
example of frugal life and individual sacrifices. Little is known about 
the personal background that shaped their ascetic and pacifist ideas of 
social reform, but they appear to fit somehow into the cultural setting 
of India. They would be considered eccentric, if not worse, should they 
appear at Hyde Park in London or at Union Square in New York. Here 
again, the personality traits that shape the reform attitude and role of 
an individual must be seen against the background of his society and 
culture in order to be interpreted in a meaningful way. 

This principle applies to reform attitudes in Western society too. To 
mention one interesting example, some years ago an inquiry was made 
among a number of labor leaders in the United States concerning the 
factors that had led them into the labor movement.!* While the labor 
movement in this country cannot generally be associated with eco- 
nomic reform, there are many points of contact between them, as will 
be shown later. Significantly, some of those questioned answered by 
looking back to their own past, while others offered a “rational” ex- 
planation in programmatic terms, thus marking important differences 
in per ception. The answers included such statements as “I am a trade 
unionist because, so to speak, I was born one. My father was a member 
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of the Knights of Labor. . . .” “My early training and upbringing had 
emphasized the desirability of servicing the common man in his effort 
to realize his rightful place in a just society. . . .” “I am in the labor 
movement because work is an activity indispensable to man’s survival.” 
“My father was perhaps as near the typical ‘small business man’ in the 
Middle West as could be found, except for some peculiarly unorthodox 
social and religious ideas. . . . I became convinced that there could 
be more men like my father if the real meaning of the Christian faith 
could be properly expounded.” “I started to work when I was 10 years 
of age as a clothing worker. . . . The labor movement philosophy has 
become my life work and I enjoy it.” “How I became a worker at an 
early age was no matter of early choice or decision. . . . It stemmed 
from the lack of security in our family. . . . Not enough has been said 
or written about the act of joining the union as a step to maturity.” “I 
was born and raised in a ‘labor’ family. . . . I was taught—and it is 
my firm belief—that the labor movement is carrying out more of the 
teachings of the Carpenter of Nazareth than any other group in our 
nation.” On the conscious level, proreform attitudes leading to active 
participation in the labor movement were derived from childhood im- 
pressions and family influences in some cases, religious or ethical be- 
liefs in others, solidarity needs in still others. In each case individual 
experiences were integrated with social or group values of one kind or 
another, 

b. The Conservative. The essence of genuine conservatism is em- 
phasis on the preservation of traditional, still existing, institutions and 
values whatever they may be. This emphasis distinguishes conserva- 
tism from reaction, which endeavors to undo history and thus represents 
a reform program of a kind. A contemporary historian draws the line 
somewhat differently; “The conservative conserves discriminately, the 
reactionary indiscriminately. . . . By ‘tradition’ the conservative means 
all the lessons of the past but only the ethically acceptable lessons. The 
reactionary means all the events. Thereby he misses all the lessons.” 
The same author describes the principles of conservatism as follows: 
“Proportion and measure; self-expression through self-restraint; preser- 
vation through reform; humanism and classical balance; a fruitful 
nostalgia for the permanent beneath the flux; and an ‘obsession’ for 
unbroken historic continuity.” * 

This may be an excellent description from the historian’s point of 
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view, but the psychological border line between conservation and 
reaction is in a somewhat different place. The genuine conservative is 
characterized by resistance to change either forward or backward, ex- 
cept that he may be willing to undo very recent changes. Conservative 
attitudes are thus not identical with conformity, though they overlap 
with it. In a social situation that is stable and settled, conformity and 
conservatism are nearly identical. On the other hand, when the social 
situation is very fluid and change is the slogan of the day, conformist 
persons may join the radical majority movement of the moment while 
conservatives will keep resisting change. In the Soviet Union today, 
for that matter, it is the conformists who become Communists, and the 
idols of all conformists have been Stalin and Malenkov. Here again 
individual attitudes must be evaluated against the background of pre- 
vailing values and institutions. 

In most societies, personality traits that are conducive to conservative 
attitudes include, above all, strong adherence to a traditional body of 
social or group norms, which serves as the central frame of reference. 
Selection among arguments for and against change is very rigorous and 
usually inclined toward rejection of change. Social norms are strongly 
internalized, and social perceptions including the power of imagina- 
tion are delimited by them. The resulting frame of reference is largely 
habit-bound and rather rigid; most attitudes are persistent, and innova- 
tions meet vigorous opposition. The values and practices of the group 
enter strongly into the ego attitudes and, especially, into the personal 
aspirations of the individual concerned. Social conservation becomes 
identified with the maintenance of personal role and status, of “good 
standing” within the group or society far in excess of a mere desire 
for security of possession, A weakening of the concern with status 
usually marks a weakening of conservative attitudes as well.’* 

If and when economic trends or fluctuations occupy a central posi- 
tion in social life, resistance to economic change becomes one of the 
main measures of conservative attitudes. A recent example is provided 
by experiences during the productivity drive in western Europe under 
the impact of American aid. Among the obstacles to this drive in various 
countries, technological conservatism was less important than the fear 
of employers that they would be required to work out production prob- 
lems with the trade unions in a new way, thus giving up some of their 
old status privileges. 
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Economic conservatism may in fact become the focal point of ego 
defensiveness in our period. It is, above all, the fear of the unknown 
or untested that bolsters the resistance to economic change today. 
Preservation of the known, however imperfect, is preferred by this type 
of person to innovations which may involve conflicts of values or, at 
least, genuine decisions. Essentially one variety of the security needs 
discussed earlier is at the root of such horror of economic change. 

In extreme cases the healthy scrutiny of the untested that is im- 
plicit in genuine conservatism may give way to pathological mistrust. 
The following passages from an anthropological and a historical source 
are illustrative: “Tradition is as neurotic as any patient; its overgrown 
fear of deviation from its fortuitous standards conforms to all the usual 
definitions of the psychopathic, This fear does not depend upon 
observation of the limits within which conformity is necessary to the 
social good.” ** “The reformer . . . is a disturber of the peace. He 
trespasses on forbidden ground and commits assault and battery on 
human complacency”; he is up against “a psychopathic horror of change 
under any circumstances . . . a craving for the social approbation 
which inheres in supporting the status quo; and finally, a fatalistic 
despair of remedying conditions in any event (so why try?).” ** 

The stickiness of old norms, however, is a function of the sociocultural 
setting no less than of personality factors. Certain societies encourage 
nonconformist or, at least, innovating attitudes, while other societies 
penalize them. At any rate, there is no convincing evidence that society 
always restrains predetermined, native impulses of man, as one branch 
of the Freudian school of thought appears to assume. 

It is uncertain whether or not there is a broad historical trend toward 
both less conformity and less conservatism, as has been claimed. There 
is little doubt, however, that objective changes from stable to unstable 
conditions in economic and social life have been especially frequent in 
the contemporary world. Individual conservative attitudes thus tend to 
foster more frequent and intensive conflicts of values than they did in 
many societies of the past.** 

c. The apostate, Attitudes toward economic reform and belief 
systems in general show countless examples of conspicuous shifts 
occurring sometime during a person's life cycle. There is an important 
difference, however, between one great conversion in life and constant 
vacillation. The individual who keeps shifting from one belief system 


Economic Reform and Human Mind 167 


to another is likely to be an insecure person who looks all his life for 
something to hold on to without ever finding it, or without trusting it 
very long whenever he momentarily thinks he has found it. On the 
other hand, the person who undergoes one sweeping ideological 
change sometime during his life may be driven by a variety of influ- 
ences. A genuine change in attitudes may have occurred, either abruptly 
under the impact of a drastic, traumatic experience or more gradually 
under a prolonged impressive influence. As an alternative, a basic 
attitude (hateful aggressiveness, for example) may merely have shifted 
its object and focus without undergoing any change in its basic quality. 

The history of apostasy, in economic beliefs and otherwise, shows 
many examples of the different cases mentioned which should care- 
fully be kept apart. A shift from a conservative to a proreform attitude 
or vice versa, for instance, is quite dissimilar in psychological quality 
from a shift, within a totalitarian mind, from communism to fascism or 
vice versa. The possible kinds of apostasy thus range in the underlying 
traits of personality from extreme rigidity to excessive vacillation. Some- 
where between these extremes is the possibility of genuine readiness 
for an attitudinal change that is based on new experiences of either an 
emotional or an intellectual nature. 

Some light is thrown on the roots of apostasy by the relative fre- 
quency of cases in which leaders of sweeping reform movements—or 
else totalitarian pseudo-reform groupings and postrevolutionary dicta- 
torships—have been of foreign extraction or have come from marginal 
areas of a nation, The mechanism of conflict between national and 
group or family setting, with the overcompensation involved, is not 
difficult to discern. The Corsican Bonaparte came from the fringe of 
France; the Austrian Hitler from the fringe of Germany; the Georgian 
Stalin from the fringe of Russia. In the upper Nazi hierarchy, Slav 
names such as Hadamovsky, Skorzeny, Globocnik, and Suchanek were 
not rare. Here again, generalization should not be overdone, for these 
individuals have been outnumbered in each case by native leaders. 
Striving for overcompensation of an alien background, in other words, 
was clearly not the only driving force in the rise of individual leaders, 
but the frequency of such cases in history and the penetrating vigor of 
these persons in asserting themselves against great initial odds are worth 
noting. 

Many instances are known of sons of ideological leaders adopting a 
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creed different from that of their fathers and often diametrically op- 
posed to it, but no quantitative evidence is available concerning the 
comparative frequency of such cases, Perhaps a sufficient number of 
detailed family stories will be available at some future date in order to 
determine the incidence and attitudinal mechanisms involved. 

Somewhat more material is available on the various collaborators 
with foreign totalitarian regimes. One of the most interesting cases is 
that of the Belgian Hendrik De Man, who rose from the labor move- 
ment to a leading role in the democratic government only to collabo- 
rate with the Nazi occupation forces during the second World War. His 
earlier theoretical work had attempted to put socialism on an ethical 
and idealistic basis as against the scientific claims of Marxism. Con- 
ceivably his defensiveness toward attacks from these quarters, coupled 
with pointed opposition to the Marxian belief in “inevitable” develop- 
ment toward socialism, broke his power of resistance toward the right- 
wing extreme.” The general lack of a durable frame of reference, plus 
the shock effect of Nazi occupation, resulted in ultimate failure to live 
up to the ethical principles professed earlier. Possibly De Man was 
impressed by what looked like a confirmation of his earlier criticism, or 
perhaps he merely rationalized a basic opportunism into belief in a 
“socialist” driving force in nazism. At any rate, in this case as. in many 
others, brilliant intellectual gifts did not prevent betting on the wrong 
horse. 

Probably the largest single group of apostates in our period is that of 
the ex-Communists, The mental processes which lead a person to em- 
brace a totalitarian creed of any kind will be discussed somewhat later. 
Likewise we are not concerned at this point with those persons in 
Western countries who sometime in the past stumbled into the Com- 
munist Party from sheer ignorance and who later became ordinary 
voters and democratic citizens like millions of other people. We are 
discussing here the professional, full-time ex-Communist of today 
whose involvement pattern remains entirely centered around that 
movement even after he has left it, somewhat along the lines of what 
Freudians call Hassliebe, hate-love. 

Arthur Koestler describes impressively the collapse of the middle- 
class idyl of his family when he was a child and the following guilt 
feelings and resentments against the rich, which led him to communism. 
“But when I was liberated I did not know that I had ceased to be a 
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Communist.” On the other hand, Ignazio Silone, who left the Com- 
munist movement relatively early and became a moderate socialist, 
relates his initial childhood experience as follows, “I grew up in a 
mountainous district of southern Italy. The phenomenon which most 
impressed me, when I arrived at the age of reason, was the violent 
contrast, the incomprehensible, absurd, monstrous contrast between 
family and private life—in the main decent, honest, and well-conducted 
—and social relations, which were very often crude and full of hatred 
and deceit.” 

Obviously this is only a fraction of the personality story in either case. 
However, in the former case the uneasy background of the Jewish 
middle class in central Europe; in the latter case the hateful social 
relations of a poverty-stricken rural population were essential both in 
the initial decision and then—with increasing life space and social 
experience—in the change of creed. In Silone’s case the conversion led 
to practical action in middle-of-the-road politics; in Koestler’s case gen- 
eral preoccupation with communism remained decisive even though his 
ideas on the subject had changed.*° 

In a period in which support of communism is no longer an abstract 
creed or ideology but often involves concrete action in the service of a 
foreign government, the specific motives that underlie such ideological 
fluctuations are especially interesting. Whittaker Chambers in his auto- 
biography analyzes the background factors that led him first into 
communism and then out of it. As a child he was often told by his 
mother of the agonies she suffered at his birth, and this made him 
acutely unhappy. He hated his original names and never had any real 
friends. Father, a pseudo-artist, was unable to accept any affection; his 
parents had not wanted any children and resented him. The grand- 
parents were morbid; grandmother suffered from paranoid delusions. 
Father's unemployment further impaired family life. Chambers himself 
got into communism in the course of his search for a faith: “I wished 
to serve—I did not particularly care how.” In his testimony during the 
Hiss trial, Chambers added, “My brother’s suicide set the seal on my 
being a Communist. I was a Communist before, but I became a fa- 
natical Communist after that.” Later, when his faith in communism had 
been bitterly disappointed, “my need was to be a practicing Christian 
in the same sense that I had been a practicing Communist”; it was a 
need for “daily mysticism.” 
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Without attempting here to evaluate other aspects of Chambers’ 
story, this is a fairly clear case of personal guilt feelings being pro- 
jected into the ideological scene. Atonement is aimed at through 
boundless involvement in communism—first as its supporter and then 
as its enemy, without any great change in the underlying psychody- 
namics. 

The “confessions” of indicted ex-Communists in Soviet trials reflect 
even more clearly their fascination with a totalitarian creed even after 
it has turned against them. It is their perception of loyalty, in this case 
toward the party, that makes them do otherwise inconceivable things 
—not merely drugs and torture, though these apparently have also 
been used.” The same personality factors that led such persons to em- 
brace this particular brand of totalitarianism in the first place usually 
remain with them even after they have run afoul of its rules or 
hierarchy. This discussion, we repeat, applies to professional ex- 
Communists, not to persons who got into the party by accident or mis- 
information and have long since turned to other pursuits and interests. 

Klaus Fuchs, the atomic spy in Britain, represents an extreme case of 
apostasy rooted in an unresolved conflict of value systems. The son of 
a Lutheran pastor who tended to associate Christianity with commu- 
nism, Fuchs made a substitute religion out of that supposed program 
for economic reform that had become a cloak for Russian expansion- 
ism. On his mother’s side there was a strain of mental disturbance 
in the family; his own childhood had been spent in a German society 
which had been disrupted by inflation with subsequent mass unemploy- 
ment. Work on atomic energy had added to these stresses the moral 
conflicts to which many scientists are subject these days. In the con- 
fession he read in court, Fuchs stated, “I used my Marxian philosophy 
to conceal my thoughts in two separate compartments. One side was 
the man I wanted to be. . . . It appeared to me at the time I had be- 
come a free man because I succeeded in the other compartment in 
establishing myself completely independent of the surrounding forces 
of society. Looking back on it now, the best way is to call it a con- 
trolled schizophrenia.” It was neurosis more likely than schizophrenia, 
but in any case the Fuchs affair represents a drastic case of personal 
conflict and disturbance leading to an extreme version of apostasy in 
the form of treason. 

d. The indifferent. Perhaps this is the largest group of all. It con- 
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sists of at least two types of persons. The first type includes those with 
low general capacity for ego involvement of any kind, as a result of 
either native endowment or early training. The second type comprises 
those who are potentially capable of strong feelings or enthusiasm, but 
who, in discouragement, have given up the quest for economic im- 
provements that they or their forefathers had long been striving for 
unsuccessfully. In the latter group defeatism about social problems 
reflects a feeling that they are inscrutable or unmanageable. 

In either case an escapist attitude tends to develop; it seems better to 
get away from all the trouble than to stick one’s neck out. Moreover, 
those who spell out social or economic evils are easily made responsible 
for them by others—just as the meteorologist who predicts rain is often 
perceived as its originator; in parts of Germany and Austria meteorolo- 
gists are popularly called Wettermacher. Essentially indifference is an 
extreme form of attempted escape from responsibilities for social initia- 
tive or action. Of course, the whole problem comes up only where 
culture and society permit real choices on the part of the individual. 
The incidence of indifferent personalities or behavior is socially deter- 
mined in any case. 


Far from representing a purely intellectual weighing of the merits of 
a given program, attitudes toward economic reform are anchored in 
the total personality of the individual concerned including the social 
setting, It is true that the personality of some individuals emphasizes 
intellectual weighing, but the essential attitudes of many more people are 
derived mainly from emotional, rather than intellectual, experience. 
In a degree which varies from person to person, attitudes toward eco- 
nomic reform thus reflect not primarily intellectual convictions but a 
belief system. 


Economic Reform as a Belief System 

The traditional assumption has been that economic ideas are 
ordinarily worked out and confronted according to their intellectual 
merits. This assumption is exposed to strong qualifications as soon as 
one realizes the importance of personality factors in shaping individual 
reactions toward such ideas. The very capacity to perceive or stress the 
intellectual side of economic issues is inherent only in a limited number 
of persons, and in a varying degree. In everybody's mind there is some 
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emotional element, often a decisive one, in influencing his attitude 
toward social issues in general and economic reform in particular. Even 
among those who are quite convinced that they proceed in a purely 
scientific-objective way there are, at the very least, important differ- 
ences in perception and involvement. 

Actually personal needs (or “interests”) are often rationalized into 
objective needs of society and reform programs. The incidence of 
specific personal needs, it is true, is in part socially determined, but this 
is a separate problem which was discussed earlier, At any rate, the 
fact that a reform attitude originates in some people’s personal needs 
does not mean that it cannot be objectively justified. Actually personal 
needs and socioeconomic requirements quite often coincide, and for- 
tunately so; but this is not necessarily the case in each instance, The 
fact that John Doe advocates a certain type of reform with great per- 
sonal involvement proves neither that he is a neurotic nor that his pro- 
gram is objectively wrong. Either condition, on the other hand, may 
be true in individual cases. 

Neither personal adjustment to an unhealthy society nor sustained 
blind hatred as a general attitude can ever offer the right solution even 
if such hatred should happen to underlie a sound reform program. The 
kind of reformer who is most likely to bring genuine progress is the 
one who manages to channel his personal needs into a reform program 
that is realistic and objectively justified in the light of widely accepted 
standards of knowledge, though this judgment will depend somewhat 
on the standpoint of the observer. 

In our period personal needs are focused more often on economic 
reform ideas than they used to be, and less often on new religious cults, 
for instance, though there are quite a few of the latter too, This trend can 
be explained in part from the puzzling and overwhelming nature of 
economic problems in our period, and in part from the fact that many 

. traditional religions have lost the capacity to arouse strong ego involve- 
ment in great masses of people. Even so, the difference between eco- 
nomic and religious reform is less absolute than it might appear at first. 
Some programs of economic reform represent an implicit protest 
against materialism or individualism much as certain religious ideas do; 
other economic programs aim at better social conditions for individual 
development much as some church statements do. It is true that the 
growth of reality systems that are empirically derived has stripped 
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religion of some of its traditional areas of action, perhaps more so in 
economic life than elsewhere.?? 

Yet the use of bone-dry, “objective” statistics, models, or theorems 
barely conceals the unwitting missionary needs of many economists 
who really are frustrated or wayward reformers. To quite a few econo- 
mists—perhaps to their disgust—the statement by Carlyle may be 
applied, “Nay I may ask, Is not every true Reformer, by the nature of 
him, a Priest first of all?” 2* This applies equally to the emotional needs 
of antireformers; for either wishful images of laissez faire or the 
escapist types of abstraction easily lend themselves to rationalizing 
away any social need for economic reform. 

Many examples, including autobiographies of some outstanding 
economists, could be quoted to show the close if mostly unwitting 
relation between economic thinking, no matter how abstract, and gen- 
eral belief systems. It is not by accident that the outstanding contribu- 
tion to economic thought in recent decades, Keynes's General Theory, 
ends with a chapter entitled “Concluding Notes on the Social Phi- 
losophy toward Which the General Theory Might Lead.” At its very 
end Keynes offers this credo, “Practical men, who believe themselves 
to be quite exempt from any intellectual influences, are usually the 
slaves of some defunct economist. I am sure that the power of vested 
interests is vastly exaggerated compared with the gradual encroach- 
ment of ideas. . . . Soon or late, it is ideas, not vested interests, which 
are dangerous for good or evil.” ** 

Conversely, religious spokesmen sometimes come to discover the 
significance of economies for their beliefs. This is exemplified by the 
following passage from a letter which the author received some time 
ago from a southwestern rural community: “I am theorizing that our 
civilization and our own country should get away from hit-or-miss 
living and build on the certainties of the sciences, and that economics 
is one of the essentials, Philosophers and politicians cannot do the job. 
I have been a Baptist preacher for 61 years, and am deeply concerned 
in the welfare of the genus homo.” 

The significance and incidence of any specific type of economic 
ideas, we repeat, can only be understood if we interpret them in the 
context of related belief systems. The term belief is used here in the 
sense of “an enduring organization of perceptions and cognitions about 
some aspect of the individual's world.” * This includes knowledge, 
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opinions, and faith, as part of the general attitudinal structure, which 
in turn reflects the personality concerned. Attitudes toward economic 
reform are almost inevitably implied even in the most abstract body 
of economic theory; they mirror the underlying belief system that 
served as starting point for such theoretical considerations, often below 
the conscious level. This applies no less to ideas which implicitly em- 
phasize resistance to change than to those which tend to favor change; 
it applies to reactionary ideas no less than to radical, and vice versa. 

If this were not the case it would be difficult to understand why 
even the most impressive body of factual data nearly always fails to 
convince a sizable number of people with specialized knowledge, as 
well as people without it. Actually the significance of available “facts” 
is perceived very differently, depending on the attitudinal and belief 
system. This explains the frequency—so exasperating for the non- 
economist on the fence—with which economic experts tend to disagree 
emphatically regarding the meaning of “objective” evidence including 
figures. 

To restate the point just made, the basic inclination of certain people 
or groups toward economic reform in general, or some specific kind 
of reform, as opposed to basic resistance on the part of others to any 
economic change, reflects a far more extensive conflict of ideologies 
and reform ideas. Karl Mannheim has contributed much to our under- 
standing of the differences in perception implicit in various attitudes 
toward reform and change. In his own terminology, ideologies are 
complexes of ideas which direct human activity toward the mainte- 
nance of an existing order; utopias, on the other hand, are complexes 


of ideas which tend to generate an orientation toward change of the 
existing order. 


The concept “ideology” reflects the one discovery which emerged from politi- 
cal conflict, namely, that ruling groups can in their thinking become so in- 
tensively interest-bound to a situation that they are simply no longer able to 
see certain facts which would undermine their sense of domination. There is 
implicit in the word “ideology” the insight that in certain situations the col- 
lective unconscious of certain groups obscures the real condition of society 
both to itself and to others and thereby stabilizes it. 

The concept of utopian thinking reflects the opposite discovery of the politi- 
cal struggle, namely that certain oppressed groups are intellectually so 
strongly interested in the destruction and transformation of a given condition 


Economic Reform and Human Mind 175 


of society that they unwittingly see only those elements in the situation which 
tend to negate it. . . . In the utopian mentality, the collective unconscious, 
guided by wishful representation and the will to action, hides certain aspects 
of reality. It turns its back on everything which would shake its belief or 
paralyse its desire to change things.?¢ 


Regardless of whether or not we wish to adopt Mannheim’s termi- 
nology, it is important to realize that whole social groups may have 
mental blocks arising from limitations of perception—limitations which 
largely reflect their own life experience and which may foster wishful 
thinking or rationalizations on a group scale. That is why support of 
any type of economic reform, or opposition to it, represents a definite 
belief system but not a haphazard or strictly individual one. Common 
or typical experiences within a social group make for a high or low 
incidence of specific belief systems in this group and in a given society. 

To the extent that it evaluates the factors that make for a high or 
low incidence of certain ideological attitudes, a discussion of economic 
belief systems can hope to be scientific.?" Neither blind confidence in 
the persuasive power of superior reform ideas nor diffident reliance 
by intellectuals upon the healthy instincts of others—the proletariat, 
the businessman, or the farmer, for instance—could be expected to 
replace the functions of attitudinal analysis. 

The main lesson of such analysis is that new social values and eco- 
nomic programs crystallize on a group scale when socioeconomic con- 
ditions breed many individual experiences that break down earlier 
frames of reference and create others. However, the fact that economic 
beliefs of this or that kind are not confined to scattered individuals 
and that community or parallelism of experience often leads to similar 
patterns of personality and motivation worries those who mistrust mass 
movements as such.?* They assume that mass movements are always 
based on the same frustrations, insecurities, suspicions, and hatreds 
and that they are always essentially unhealthy in a psychological sense. 
Yet it is one thing to recognize the emotional and attitudinal basis 
of reform programs in general and the belief-system character of eco- 
nomic reform in particular; it is quite a different thing to jump to the 
unwarranted conclusion that such programs—or, at least, the social 
movements designed to carry them through—are essentially all alike, 
namely, delusive and destructive. 

It would be quite impossible to discuss here all the various belief 
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systems in history which have emphasized economic reform. They 
have included abstract utopias such as those of More, Bacon, Campa- 
nella, and Rousseau as well as practical utopias, which have tried to 
achieve the same programmatic goal through actual example (Lanark; 
New Harmony; and, in our period, the Communauté Boimondau in 
France, a producers’ co-operative for watch casings). It is interesting 
to note the concentration of many contemporary guides to utopia, such 
as Father Divine, Dr. Townsend, and the Oxford Group, on a quest 
for some kind of security, rather than on equality or freedom as 
comparable movements in earlier periods did. A combination of divine 
protection with individual security of economic arrangements is espe- 
cially popular.” 

Some other programs promise freedom from the economic frustra- 
tions which in the past have often resulted from initial handicaps of 
status coupled with a low degree of social mobility. In the Kibbutzim, 
the agrarian collectives in Israel, for instance, the element of a pro- 
ductive purpose in life—economic improvement, against exceptional 
odds, mainly through the power of a rejuvenated national faith—has 
been of great importance during their formative period. 

Sometimes economic programs represent belief systems in an un- 
witting way. This applies, especially, to many antireform ideas. Gen- 
eral disinclination toward any innovation in economic institutions or 
policies reflects a specific kind of belief system, especially if a mirage 
of the past is involved. Another example of an unwitting belief system 
that affects economic ideas is offered by those Freudian psychologists 
who cannot perceive any real sense in economic reforms, or in other 
institutional reforms in society, for that matter. To their mind, all that 
really matters is a cure of the individual from the evil burden of the 
unconscious. 

Quite a different case, within the area of economic belief systems, 
is offered by Marxism. Here a sweeping socioeconomic reform that is 
based on scientific necessity as far as its own assumptions are con- 
cerned actually contains strong elements of faith. The political practice 
of Marxian movements over the last century has given these belief 
factors ever greater importance, 

This is not the place to attempt any general evaluation of Marxism 
either as an abstract system of thought or as the starting point for great 
political changes in the world. We are concerned here only with its 
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psychological assumptions, effects, and limitations. An essential trait 
of historical materialism was to assume that the ideologies of men 
were shaped by the prevailing economic arrangements in general and 
by the given class situation in particular. Ideology was conceived of 
as a superstructure upon socioeconomic institutions, especially those 
connected with the production process. Concentration of capital and 
disintegration of the middle classes were expected to convert the over- 
whelming majority of every population into proletarians sooner or 
later, and the development of a revolutionary-collectiyist ideology was 
considered to be an inevitable effect of such proletarization. Scientific 
analysis, therefore (science being largely associated with the discovery 
of objective laws), seemed to indicate an indomitable trend toward a 
collectivist reconstruction of society. 

At this point the attitudinal effect of Marxian theory upon its sup- 
porters came to the fore. The “knowledge” that they were right, that 
historical necessity was on their side—in other words, that they could 
not be conquered despite occasional setbacks—had an attitudinal effect 
comparable to that of a talisman or else of a fatalistic religion such 
as Islam. On the one hand, a somewhat personified deity called his- 
tory looked down on them with the expectation of glorious perform- 
ance and with the promise of eternal praise; on the other hand, the 
supposedly inevitable character of their ultimate victory tended to 
have a paralyzing effect at times. While they moved they had a horror 
of being left behind by history, but the assumed knowledge of histori- 
cal necessity sometimes prevented them from moving at all. 

Fundamentally many of the subsequent showdowns in the prole- 
tarian movement mirrored the cleavage between the revolutionary and 
the passive effects of an unwitting fatalism, or else the psychological 
contrast between an intellectual reform program and an emotion- 
bound belief system. After the first World War, however, the applica- 
tion of the Marxian system of thought to the cultural characteristics 
of the Russian people changed the basic nature of various Marxian 
movements in other countries as well. Largely under the impact of 
the Soviet experience and mentality, some of these movements increas- 
ingly became the focal point for one type of totalitarian personality 
(the other one being fascism). Still later—especially from the thirties 
onward—this strange mixture of “scientific” theory and totalitarian 
mentality was put into the concrete service of Russian expansionism. 
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Concealed by seven veils of semantics, some abstract concepts of 
Marxism had been put to a use that their originators had hardly antic- 
ipated. A system of social theory and an economic program had been 
adapted to help rationalize a substitute religion of a superstitious, 
cruel, and essentially primitive character. The nineteenth-century ra- 
tionalism, which had been the intellectual starting point of Marxism 
on the conscious level, had been transformed into its opposite.** 

This amazing and devastating change does not undo certain contri- 
butions to economic psychology which the original, theoretical Marx- 
ism rather unwittingly made. Marxism had hardly any notion of the 
actual impact of unconscious and nonrational factors upon attitudes, 
motivation, and behavior, nor of the enormous variety of cultural value 
systems and perception patterns, Actually victories of Marxian move- 
ments were to occur mainly in backward, semifeudal countries, instead 
of the industrialized ones which Marx and Engels had had in mind. 
Yet Marx and Engels had pointed out that ideas did not come to socie- 
ties or groups out of nowhere, nor out of a purely accidental heritage 
of individuals; and that many human traits were subject to the impact 
of socioeconomic conditions, especially frustrating ones. 

Hardly any allowance, however, was made for modifying influences 
on the individual level and for the malleability of the human mind in 
general. Marxism implied that classes—the upper classes, at least— 
always followed instinctively their own “interest” even when they 
subjectively believed they were acting in the common interest. The 
mentality of a ruling group was thought to be rather rigidly determined 
once for all by its established function in the production process. 
Actually we have witnessed some developments in which parts of 
feudal classes survived economically by joining capitalist top groups 
or converting themselves into such groups—in Japan and Germany, 
for instance, It is an interesting question whether a comparable process 
of adaptation might not apply to substantial parts of capitalist manage- 
ment in the course of further changes in the socioeconomic system. 

' If Marxism had remained a theoretical system of armchair predic- 
tions, it might have avoided some of the psychological pitfalls men- 
tioned. Theory in this case, however, served as a basis for social 
movements, and some of the latter eventually converted the intended 
scientific predictions into a substitute religion. The assumption of 
historical necessity and of a resulting invincibility became the basis 
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for a continuous revivalist pep talk within the movement. The psycho- 
logical backbone of this creed was broken in central and western 
Europe when the formative period of the socialist movement came to 
an end and governmental responsibility began in democratic coalitions, 
as opposed to the totalitarian dictatorship in Russia. Belief in long-run 
invincibility then became the source of political illusions and an un- 
realistic perception of the world. A millennium which remains immi- 
nent here on earth from day to day and from year to year is a 
psychological impossibility. 

Later on, voluntarist criticism within the socialist movement in 
western Europe aimed at overcoming the paralysis of action by mak- 
ing the character of socialism as a belief system more conscious than 
it had been. Hendrik De Man, who was mentioned earlier, criticized 
the rationalistic nature of Marxism and attempted to put the labor 
movement on a sounder psychological basis by interpreting the pre- 
dicament of the worker in terms of inferiority feelings, oppressive 
atmosphere, lack of proper working motivation, solidarity needs, and 
even religious symbolism. In De Man’s own case, however, abandon- 
ment of the belief in an “inevitable” victory, of the “scientific” basis 
of the socialist movement, led to demoralization and, eventually, to 
collaboration with nazism. Some people need a belief in historical 
necessity, or in fate, in order to act themselves; they must feel sup- 
ported by science if they are to acquire enough personal security to 
act, while others may be paralyzed by waiting for “history” to act for 
them. 


In summary, attitudes toward economic reform always reflect a 
specific belief system, even when reform programs are presented in 
purely intellectual or scientific terms or when they are summarily re- 
jected. The incidence and intensity of people’s adherence to any spe- 
cific set of economic ideas is in large part explained by the prevalence 
of certain personality types. This prevalence, in turn, depends on the 
cultural and socioeconomic setting of the period concerned and its 
recent past. The dynamics of attitudes toward economic reform are 
shaped neither by accident nor by direct influence of the class situa- 
tion alone. The specific way in which cultural, socioeconomic, and 
group conditions typically act upon personality formation in each 
period determines indirectly the frequency of various attitudes toward 
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economic reform. At the same time, general belief systems and reform 
ideas are likely to turn toward economic issues whenever the latter 
assume a central position for the society, group, or individual con- 
cerned. 

Thus far the term economic reform has been used in its broadest 
sense, referring to either gentle or vehement pursuit of real desires for 
economic change. A clearer distinction now needs to be made between 
the main psychological types involved in actions which each actor 
perceives as aiming at economic reform but which may have very 
different roots and effects. Such a distinction is of crucial importance 
for the understanding of the present-day world. 


Reform versus Revolt 


In evaluating the various types of contemporary attitudes toward 
economic reform, the decisive difference is that between productive 
and destructive orientation—a difference which, in turn, reflects the 
level of personal maturity and of realism in perception according to 
prevailing clinical standards. Some of the underlying frustration situa- 
tions and other experiences which helped shape the personality types 
concerned may have been similar in both cases, but the manner in 
which such influences are channeled differs basically in the two types 
mentioned, Cases in which one of two brothers or sisters became a 
conservative, the other a radical are not infrequent; likewise, one of 
two siblings may become a rebel, the other one a mild reformer even 
though the family setting is the same. The particular position of each 
child within the family, the different timing of their upbringing, shifts 
that the entire family may have undergone meanwhile in its economic 
position or social status, changes in the general atmosphere in society, 
and, of course, variations in strictly individual heritage or experiences 
may result in destructive orientation in one case compared with pro- 
ductive orientation in the other, Some allowance might be made here 
for creative destructiveness—tearing a house down in order to make 
room for a better one—but the border line is often difficult to draw. 

Clinical experiences indicate that destructive attitudes toward society 
usually reflect displaced destructiveness toward one’s self or, still more 
deeply hidden, toward a parent who is felt to have weakened the self. 
Clean-cut evidence from psychotherapeutic sources on such pseudo- 
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reformers appears to be rare. Some Freudians actually attribute any 
revolutionary attitude to loss of a father image and, with it, of respect 
for authority in general.** This looks like an overstatement and over- 
simplification, but some degree of externalization along similar lines 
appears to occur frequently: there is a “tendency to experience internal 
processes as if they occurred outside oneself and, as a rule, to hold 
these external factors responsible for one’s difficulties.” ** In extreme 
neurotic cases this may lead to an externalized attempt at self- 
elimination, but in many other cases a productive direction of frustra- 
tions will take place. 

In the final analysis, it is realism in one’s social reactions that is 
decisive in determining a productive orientation toward reform, though 
the last word on what is realistic admittedly represents a philosophical 
issue, not purely a clinical one. On the social scale, an especially im- 
portant case of lacking realism in critical or revolutionary situations 
of either a national or a class character has often arisen from the 
failure of ruling groups to realize that “the children have grown up.” 
History is full of such cases: Britain’s experience with its American 
colonies, the blindness of the feudal class before the French Revolu- 
tion, the disintegration of the Hapsburg Empire, Holland’s desperate 
last-minute attempt to hold on to Indonesia. On the other hand, Britain 
avoided its earlier paternalistic mistakes in the final arrangements for 
India and Burma. 

On the individual level the pattern of either productive or destruc- 
tive attitudes toward social change and reform is not necessarily set 
once for all. Such attitudes may change in certain individuals under 
the impact of important experiences, and attitudinal patterns are espe- 
cially subject to shifts on a group scale, that is, according to the inter- 
personal relations into which people enter in the course of the social 
process. This is one reason why degeneration of revolutions is a fre- 
quent phenomenon in history: the revolution often devours its own 
children, or some of them. Once a revolution has won, some of the 
same aggressions which prompted it tend to turn from the defeated 
enemy to one’s own comrades, who may unconsciously be identified 
with the self in each individual; potentially creative aggressions turn 
into destructive ones. Partly under the influence of leadership by in- 
tellectuals, economic platforms and arguments are often used to ra- 
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tionalize the underlying attitudinal conflicts within a movement. The 
actual roots of such crises in group dynamics are likely to be emotional 
rather than economic. 

Revolt, or rebellion, as a general attitude is essentially “against”; 
reform is essentially “for.” Revolt attitudes shift their object easily, 
perhaps from a father to a king and from the latter to one’s own com- 
rades of yesterday. Genuine reform attitudes—the term is now used 
more definitely in the sense of social realism than was done earlier— 
are generally characterized by relative insignificance of unresolved 
aggressions and, especially, of destructive propensity. Reform attitudes 
center around concrete objects—in our period around extensive change 
of specific economic conditions, in particular, as was pointed out 
earlier. Such attitudes are grounded on a basic belief that people can 
be persuaded and, thus, on confidence in people generally, prominently 
including one’s self. In this sense it might be said that reform- 
mindedness represents a more “rational” approach to socioeconomic 
problems than does revolt-mindedness, Similarly, reform attitudes re- 
flect a personality type in which intellectual reactions tend to be more 
influential and emotional reactions to be better controlled than they 
are in persons with a revolt attitude, This difference explains both the 
strength and the weakness of reform attitudes: in critical times, when 
emotional impatience prevails, they tend to have little popular appeal 
or influence compared with revolt attitudes. 

Yet any change in economic arrangements that is to be of lasting 
character must be based on reform-mindedness, never on aimless re- 
volt against everything and everybody, Genuine economic reform is 
incompatible with destructiveness, Its general approach is that of 
“progress,” in the sense of gradual and durable improvement of specific 
economic institutions. Progress admittedly is an elusive and much- 
misused concept that requires a constant warning against semantic 
pitfalls.” Even so, an attitudinal orientation toward specific socioeco- 
nomic goals, as distinguished from mere rationalizations of a basic 
destructiveness, is generally descriptive of reform aims in the sense of 
progress. In our period, such goals include genuine interest in high 
living standards for the entire population, even at the risk of making 
the social levels of aspiration rise faster at times than the material 
means of satisfaction, A genuine striving for reform is also character- 
ized by keen perception of social welfare needs despite possible dif- 


Economic Reform and Human Mind 188 


ferences concerning their concrete traits, by an appreciation of 
individual freedom including that of group organization, and by a 
desire to avoid gross inequalities and to extend democracy from mere 
in-group or in-class arrangements to a general attitude.** 

This, however, raises the question of the point at which such aims 
of improving society through reform may actually turn into general 
rejection of the social order and of the point at which the latter atti- 
tude may shift from the rejection of a set of specific institutions, with 
the intention of replacing them by better ones, to a destructive attitude 
toward society as such. Quite frequently what appears to some people 
to be a radical change in the economic order is interpreted by others 
as a necessary corrective designed to save a system which would other- 
wise be endangered, People who consider themselves conservatives 
may be perceived by others as reformers; the opposite may also occur. 
The Keynesian school of thought, especially its economic policy, is 
a case in point; antitrust legislation is another one; the New Deal was 
a third one. For decades, partly under the influence of Marxian ideas, 
the type of property arrangements preferred was considered the deci- 
sive border line, but with the growing diversity of public intervention 
methods, including taxes, this yardstick has become less and less fool- 
proof.®> 

The real criterion of reform, therefore, is not institutional but attitu- 
dinal. Genuine reform programs differ from conservatism in that 
there is no basic fear of change. There is, instead, intellectual open- 
mindedness toward economic and social innovations. At the same time 
reform programs differ from revolt attitudes in that there is no destruc- 
tive attitude of general opposition to everything that exists. Similarly, 
at the point where conservatism shifts into reaction a destructive atti- 
tude sets in toward actual or suggested reforms. Individuals or groups 
that basically lack confidence in themselves tend to perceive social- 
security laws, soil conservation, public housing, health insurance, or 
widespread education not as healthy correctives in society but as a 
fundamental threat to their own status or security, if not to funda- 
mental values. 

Such attitudinal differences also apply to those reform programs 
that are designed to reduce the monotony or fatigue of industrial 
work, to improve the methods of employment, compensation, and dis- 
cipline, and thus to raise indirectly the social status, life outlook, and 
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personal-security level of the worker—without necessarily changing 
the property relations in society in any fundamental way. The work 
of the International Labor Organization aims at somewhat similar 
results; international information, model legislation, and agreements 
are designed to make things easier for reformers in domestic politics 
everywhere. Whenever the sociopsychological situation in a country 
is latently ripe for improvements in working conditions and social 
protection, the activities of the I.L.O. are intended to help in admin- 
istering the final attitudinal shock to such groups as may stick to the 
last to their privileges or prejudices. Yet the basic orientation in this 
case remains directed toward gradual reform, not toward radical 
change in economic systems or uncritical international equalization.®* 

Socialism, on the other hand, involves a basic attitude that favors 
change in the economic system as such, even though, when it comes 
to concrete measures, the institutional reforms proposed often differ 
little from corrective actions. The semantics involved in the shifting 
concept of socialism reflect the emotional meaning attached to it by 
its friends and foes alike: basic attitudes either favoring or opposing 

_ change clash with one another." 

There have, however, been additional clashes of attitudes and emo- 
tions within the socialist camp itself. This fact helps to explain the 
various splits that have occurred in it historically. In early socialist 
movements both attitudinal types were represented indiscriminately— 
reform and revolt, productive and destructive orientations alike. Early 
in this century Vilfredo Pareto formulated a distinction between real, 
religious, theoretical, metaphysical, and scientific systems of socialism; 
to his mind, these systems represented very different types of mentality 
regardless of the way in which the leaders and followers of each move- 
ment perceived it." 

It is true that the ideological splits between revisionism and ortho- 
dox Marxism in Germany around the turn of the century and between 
Mensheviks and Bolsheviks in Russia far exceeded in significance a 
mere clash of personality types; actually a good many of the persons 
involved changed their ideas sooner or later. However, the clement 
of conflicting personality types and basic attitudes was strongly in- 
volved in these clashes. Lenin’s theory of cleavage between labor 
aristocracy and true proletarians was too simple a rationale for the 
subsequent split between socialists and Communists, especially in 
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Western countries, The difference was not primarily in the economic 
situation of the individuals concerned; or it was only insofar as the 
economic family background had an indirect relationship to the inci- 
dence of personality types in each group. Essentially the split reflected 
the difference between reform and revolt attitudes and the preponder- 
ance of either democratic or totalitarian traits in the personalities of 
activists, especially in the social movements to the West of Russia. 
Those whose basic attitudes did not fit into the movement they had 
either chosen or stumbled into were sooner or later expelled, purged, 
or neutralized. The movements themselves, of course, did not stand 
still and their personality requirements kept changing too. 

Those conflicting attitudinal elements in early socialist movements 
are perhaps best exemplified by the two leaders of French socialism 
during its formative period before the first World War, Jules Guesde 
and Jean Jaurés. Guesde, a convinced Marxian, was a rigid revolu- 
tionary who neither offered nor expected mercy. Jaurès, sensitive and 
humanitarian, perceived socialism in terms of action and goal, not of 
scientific necessity. He was basically optimistic concerning human be- 
ings, and socialism was for him a requirement, not for an abstract 
society, but for the development of the individual. (“Ainsi il est bien 
vrai que, pour les socialistes, la valeur de toute institution est relative 
à lindividu humain. . . . C’est l'individu humain qui est la mesure 
de toute chose, de la patrie, de la famille, de la propriété, de lhu- 


manité, de Dieu. Voilà la logique de idée révolutionnaire. Voilà le- 


socialisme,” ) In a somewhat similar vein a recent British publication 
defines the socialist goal as “a society so organized as to provide each 
one of its members with an equal opportunity for the development and 
expression of his personality.” *° 

In our own period, after several decades of international experience 
with Communist policy and mentality, most students of reform move- 
ments have abandoned any idea that communism is just socialism in 
a hurry; the two movements are now increasingly viewed as qualita- 
tively different in their basic attitudes. The reconstituted Labor and 
Socialist International has declared that it does not assume an inevi- 
table world trend toward its goal, that it does not require strict con- 
formity of opinions within its ranks, that it believes in mixed and 
flexible policies and incentives in economic life, and that essentially 
its reform aims are moral. 
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The coexistence of two basically incompatible attitudes—reform and 
revolt—in one movement turned out to be impossible; actually the show- 
down accounts’ for a considerable proportion of the international 
troubles in our period. To judge from every indication available, cul- 
tural and institutional factors must have fostered a great incidence of 
rigid or destructive minds in what is today Soviet Russia; a social re- 
ward in the form of power awaits them there. A number of such minds, 
however, exist in the Western world too, even though their party com- 
plexion may be different. They are recklessly trying everywhere to 
suppress constructive and understanding personalities, whose existence 
is psychologically intolerable to them, 

Up to this point, the discussion in this chapter has mainly been 
concerned with the psychological forces that make people adopt spe- 
cific attitudes toward economic reform. To sum up this part of the 
argument, movements for economic reform reflect differences in belief 
systems and, generally, in the types of individual attitudes, It would 
be misleading, however, to consider attitudinal differences as such a 
full explanation of such movements; disputes on the intellectual level 
and very real conflicts of group interests also matter a great deal. 

In modern times most revolutions—revolutions in the exclusive sense 
of far-reaching, long-range change of basic institutions—have com- 
prised a varying representation of both polar types of attitude: the 
destructive attitude of revolt as self-purpose and the constructive atti- 
tude of deliberate change to the better. This distinction overlaps with 
the difference in emphasis between intellectual and emotional reac- 
tions but is not identical with it. Reform attitudes almost inevitably 
contain a strong emotional element, and revolt attitudes may at times 
use intellectual tools, for instance, in their propaganda techniques. Yet 
reform ordinarily shows a relative preponderance of intellectual in- 
fluence (not necessarily influence by intellectuals) as compared to 
revolt. 

Perhaps the essential trait of reform attitudes is a genuine belief 
that socioeconomic institutions can be and should be improved. This 
is in contrast not only to conservative attitudes but also to a basic 
belief in spontaneous progress, along the lines of nineteenth-century 
liberalism. Optimism concerning man in general, which was at the 
root of the latter attitude, still persists, but it is now based on the 
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possibility of considered change through social action, rather than on 
an assumption of automatic progress. 

Some pessimistic restraint now comes from the psychologists—both 
from those who point out that change from within matters no less than 
change in institutions (and perhaps much more) and from those who 
emphasize the difficulty of any change from within. The old belief 
in the power of reason has weakened. Contemporary experience has 
shown that in times of revolutionary change constructive reform may 
get snowed under by destructive revolt, that impatience may be either 
creative or damaging to society, and that majorities are as easily in- 
duced by success as vice versa. 

Such experiences have made the contemporary reformer a less 
sanguine man than was his intellectual ancestor in the nineteenth cen- 
tury. However, certain experiences of the opposite type have also 
taken place; some organizations with a basically conservative approach 
to the economic system, such as labor unions in North America, have 
turned out to foster socioeconomic change unwittingly. 

The following sections will be concerned with recent institutional 
outlets for constructive and destructive types of attitudes toward eco- 
nomic reform. The two kinds of outlets to be discussed—namely, labor 
movements and totalitarian movements—are emphatically different in 
nature even though they sometimes overlap. However, not only do 
both of them channel existing attitudes into specific institutions such 
as fraternal benefit groups or political parties, both also tend to be- 
come important factors in the social setting that will determine the 
prevailing types of personality and ideology in the generation to fol- 
low. Admittedly this does not represent any comprehensive attempt to 
explain the general role of institutional factors in determining the 
social distribution of personality types. It seemed worth while, how- 
ever, to analyze the role of two institutional factors of special impor- 
tance. The first one to be discussed is the varying pattern of labor 
movements, 


Psychological Patterns of Labor Movements 

The conventional interpretation of labor organizations, by their 
friends and foes alike, perceives trade unions and, in some countries, 
the consumer co-operatives that are attached to them, strictly as an 
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instrument designed to assure economic betterment of the worker. 
Earnings and working hours are ordinarily considered the main yard- 
stick not only of the worker’s standard of living but of the achievement 
of labor organizations. Labor parties, wherever they exist, tend to 
function as the political arm of the trade unions even where such 
parties officially have a program or philosophy of their own. 

It is not, of course, intended to dispute the importance of the fight 
for better wages and shorter hours as an essential goal of union activ- 
ity, especially in countries or periods in which the living standard of 
the workers is low. Yet the dynamics of the labor movement cannot 
be understood without recognizing the impact of additional psycho- 
logical factors, some of which may not be conscious. Many veterans 
of the labor movement agree that the element of group solidarity, 
either of a whole class or of occupational units, has been decisive in 
holding organizations together and giving them a life goal. Gains in 
social status and self-assertion for the individual member often result 
from successful group action of the unions regardless of whether or 
not such action is strictly economic in character. 

Organization may thus serve as a self-purpose in a sense, not only by 
offering thousands of members new functions or advancement oppor- 
tunities within the movement itself, but by raising the workers’ feelings 
of acceptance, achievement, and self-assertion in general, This may 
be the case regardless of whether or not the objective working condi- 
tions show any striking improvement, though there is some degree of 
interaction between these two kinds of occurrences. Insofar as the 
labor movement helps by changing the kind and degree of security 
feelings and social belonging of the workers, this movement always 
represents a kind of economic reform and, at the same time, a belief 
system. Objective economic successes are important in bolstering such 
feelings, but the latter are not necessarily rooted in tangible successes 
and may survive a long series of defeats. 

Psychological differences of considerable importance, however, exist 
among labor organizations according to, first, the range and explicit 
character of their ideas about economic reform and, second, their 
general interpretation of group roles in society, especially class distinc- 
tions. Survey data concerning workers’ attitudes toward class divisions 
and labor organizations are presented in Appendix IX. 

Without attempting here to discuss the class concept in any detail, 
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we may follow those social psychologists who define class in terms of 
a combination of objective socioeconomic facts and of belief systems. 
More accurately, a class reflects a community of attitudes and beliefs 
based largely on common or parallel experiences in economic and 
social life. “The status and role of the individual in relation to the 
means of production and exchange of goods and services gives rise in 
him to a consciousness of membership in some social class which 
shares . . . attitudes, values and interests.” *° 

The correlation between objective socioeconomic situation and the 
prevailing attitudes and beliefs of a group is by no means perfect, but 
it appears to be rather extensive. Some authors feel that the pattern 
of association among individuals, or the experience of sharing certain 
social norms, is the decisive factor. Others point out that in most class 
societies the position and role expectation of the family matter more 
than that of the individual. Still others emphasize that the historical 
rise and fall of classes have usually been due to changes in the impor- 
tance of their social functions; such changes have affected the morale 
as well as the objective position of families and individuals. W 

The class role of labor in a capitalistic society is on the-whole char- 
acterized by an absence of rigid barriers to individual mobility and, 
at the same time, by unstable employment and status. Marx had as- 
sumed that increasing proletarization of industrial societies, along with 
ever-greater instability and poverty, was bound to produce in the 
workers’ minds an ideology of solidarity and collectivist aims. Class 
consciousness, it is true, was not necessarily associated by Marx with 
objective class status in its early stages. Such consciousness, however, 
was expected to result from that status (or to be aroused easily) sooner 
or later, at least in the working class. 

The Marxian expectation of increasing proletarization of society has 
not been borne out generally by developments in the Western world; 
but even if it had been, it is another question whether proletarian class 
consciousness in the Marxian sense would have resulted automatically. 
Nevertheless there is a nucleus of truth in that theory. In the preceding 
chapter we attempted to show how typical life situations in families 
of a given group tend to produce a high incidence of the correspond- 
ing patterns of perception and reaction, though modifying factors of 
personality formation apply to each individual. Wage labor, slum con- 
ditions, low status rating, unemployment, and general helplessness of 
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families will affect the worker's child in an early industrial society, and 
in this sense his objective economic situation will produce a high 
probability and incidence of certain decisive experiences, 

To this extent the Marxian assumption of objective conditions shap- 
ing subjective attitudes is realistic. It tends to overlook, however, the 
range of modifying factors in individual cases and also the impact of 
cultural differences among populations—differences which affect the 
propensity toward co-operative solidarity, for instance. A low standard 
of living, while potentially an important factor in personality forma- 
tion, by no means tells the whole story. Noneconomic experiences with 
humiliation or oppression, on the individual or family level, may be no 
less influential, and they may occur even under a relatively high stand- 
ard of living.“ 

In fact the sensitiveness of workers toward perceived attempts at 
group humiliation may increase with better living standards, rising 
levels of aspiration, and successful union organization. Paternal atti- 
tudes of management—discussed in the first chapter, pages 36-39— 
may arouse increasing resentment in a workers’ population that has 
reached a relatively high level of income, status, and organization. The 
same applies to defensive or rigid behavior of managerial personnel; 
needless to say, union officers are not always free from such behavior 
either. The enormous literature on industrial relations teems with in- 
stances of the emotional immaturity involved in seemingly economic 
conflicts, especially on the part of individuals or groups who feel their 
leadership position challenged.** 

In other words, the economic progress of labor has been at odds 
with the Marxian theory of impoverishment, but this progress has not 
led to a calming down of the emotional relations between management 
and labor to the same degree. In fact, the hopelessly underprivileged 
worker of the past, who was “accustomed” to oppression and instabil- 
ity, was often less restless than is his economically advanced counter- 
part today. The level of aspiration has risen faster than the level of 
economic progress. There is, however, an important difference between 
the social attitudes of workers and labor organizations in America and 
in Europe. In America the resentments, aspirations, and conflicts re- 
main largely within the perceived framework of the existing economic 
system; in Europe—and some other parts of the world—they usually 
result in conscious and emphatic support of a fundamental change in 
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the system as such, which, of course, is not exactly identical with the 
American in any case. 

This difference explains in part why the American labor movement 
is almost entirely a trade-union organization. Labor parties and con- 
sumer co-operatives, which are so important in Britain and Scandi- 
navia, for instance, are practically absent in the United States, Not 
only does the labor movement here concentrate on unionism, but it 
has confined itself traditionally to the most direct goals of unionism— 
better wages, working hours, and safety provisions. As far as the con- 
scious level is concerned, the ideological element has been conspicu- 
ously missing, or else it has consisted in clean-cut support of the 
existing economic system. The framework of union activity has been 
capitalism, American style, and the goal of such activity has been a 
larger slice in the pie, not a different pie. 

The underlying issue, however, may exceed wages and hours, and 
it may concern attitudes no less than money. This was brought out in 
the surveys referred to in Appendixes I and II. These data, as far as 
they go, indicate that a considerable degree of labor identification with 
private enterprise tends to develop in American society whenever 
management persuades itself to treat its workers and their representa- 
tives like grown-ups and equals, but that paternal attitudes of man- 
agement in our period may bring intensive emotional reactions on the 
part of labor almost regardless of the strictly economic issues at stake. 

At the same time, extensive improvement in the living conditions 
of the worker has often been perceived as a qualitative change in the 
economic system, implicitly amounting to far-reaching reform. This 
feeling has applied even more to gains in self-assurance and status as 
a result of organization, as such, and of successful union fights. Since 
the Great Depression, general economic issues—employment goals, 
social security, housing, public utilities, foreign trade, price and credit 
policy—have found increasing attention among unionists. Economic 
programs for immediate action have sometimes been quite extensive 
without usually being associated by labor with an attempt to reform the 
system. Undoubtedly the job, rather than institutional innovation, still 
presents the central frame of reference even though the relative em- 
phasis on it has somewhat diminished. 

Shall we assume, therefore, that job consciousness will always be 
the natural focus of the socioeconomic interests of American labor, and 
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perhaps of industrial labor everywhere? This was the gist of the famous 
Perlman theory.“ According to this theory, labor would continue to 
pursue job-control aims and would not concern itself with the social 
order or with control of management; scarcity of job opportunities 
would remain the basic fact facing the unions; political action, if any, 
would always remain far less important for the unions than immediate 
economic goals. Essentially this was a static theory. It was expected to 
prevail in the long run on the assumption that the basic mentality of 
workers would always remain the same and that any modifying at- 
tempt by intellectuals would therefore fail sooner or later. 

We are mainly interested here in the psychological assumptions of 
Perlman’s theory. It represents one of the many cases in social science 
in which an interesting special theory was offered with the dubious 
claim of being a general theory. There is little doubt that the cultural 
and institutional setting of American labor, especially during the first 
half-century of its union organization, was quite different from Euro- 
pean conditions. Should one have jumped to the conclusion, however, 
that the attitudes, motives, and behavior either of average workers or 
of union leadership were always to remain the same in the United 
States, and that the same mentality was likely to prevail eventually in 
Italy, Norway, India, and Argentina regardless of sociocultural differ- 
ences? How reliable could a general theory hope to be that made little 
allowance for attitudinal differences toward economic reform among 
laboring people in various periods and cultures? 

Moreover, traditional job consciousness among American labor has 
often concealed indirect support of economic reforms, especially on 
the nonconscious level. It has been claimed, approvingly, that the labor 
movement in America is the real conservative movement of our time.** 
It is probably more accurate to say, however, that in their actual effect 
the job-conscious American unions have actually promoted far-reaching 
economic reforms over the last few decades. This has been true, espe- 
cially, in forcing management into greater productivity, in securing 
more leisure time for the average American, and—last but not least— 
in encouraging a money flow sufficient to assure very high employment 
over prolonged periods, though armament needs subsequently turned 
this monetary corrective into an inflationary menace. Unwittingly the 
unions may thus have encouraged almost revolutionary innovations in 
technology and business methods, even while being interested on the 
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conscious level only in immediate gains for their members within the 
traditional framework of economic institutions. 

The question, however, is whether the emotional strain under which 
such results have been achieved has not been excessive. Amazingly 
enough, industrial conflict in the United States, where the labor move- 
ment does not ordinarily attack the economic order, is often more 
bitter than in some of those countries where the labor movement is 
distinctly anticapitalist. Some of the emotional factors involved in 
periodic industrial conflicts have already been mentioned. Wage in- 
creases, or other union successes, imply a raise in the relative social 
position of the workers or the unions, regardless of whether or not the 
marginal efficiency of capital warrants such gains for labor. Wage de- 
mands often come from highly paid groups of labor, not merely from 
the low-paid ones. Appetite comes while eating; increased self- 
confidence and status consciousness keep raising the level of aspira- 
tions. 

The old belief in individual opportunity to get ahead in life has worn 
off sufficiently to produce a need for a substitute—for the opportunity 
to get ahead collectively, through group action. Whenever the latter 
opportunity is denied or challenged by management in the interest 
of its own status, either actual or desired, strong emotions are aroused; 
for many people refuse to be reduced to apathy, passivity, or reliance 
upon rewards after death. Most persons in our culture hang on to the 
socioeconomic life goals they perceive as valid for themselves. If they 
cannot pursue them individually with real hope, then they are likely 
to try collectively. 

The recognition of these underlying status needs and aspirations has 
given rise to a new discipline that is concerned with the motivation 
of workers, especially in its effect upon productivity; wage incentives 
are increasingly considered but one stimulus among many. New ap- 
proaches to working motivation are sometimes thought of as a kind of 
economic reform without change in property relations. Raising the 
worker’s morale (that is, making him happy on the job) is thus inter- 
preted as economic reform through psychological methods.** 

Do industrial conflicts, then, represent mere misunderstandings that 
can be cured by proper psychological treatment? This would be a very 
distorted way of looking at such conflicts, To be sure, there is no lack 
of “misunderstandings” in industrial relations, as in other spheres of 
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life—shortcomings in perception, especially in seeing the other fellow’s 
point of view, and misinformation in an objective sense, mistaken as- 
sumptions about the factors that govern individual or group behavior. 
This kind of misunderstandings can often be relieved by morale studies 
and practical application of the findings. Yet conflicts about relative 
group status, about personal security feelings, or about self-assertion 
projected to a group or class scale are just as “real” as a scramble over 
money. Moreover, such conflicts often stem from institutional malad- 
justments. In other words, there is some real hope in improved knowl- 
edge of the dynamics of the individual—in his specific role as worker 
or manager—and in detailed study of the interpersonal relations in- 
volved. Such adjustments in human relations, however, should not be 
interpreted as a device to avoid needed institutional reforms, to dull 
the interest of workers in such reforms, or merely to increase the rate 
of profit. Any such interpretation contributes to the mistrust by labor 
organizations of industrial psychology. 

On the other hand, some supporters of economic reform in America, 
and many more abroad, have overlooked the emotional, perceptive, 
and involvement factors that are implicit in industrial conflict; or they 
have assumed that a change in property relations would automatically 
take care of these factors. Various experiences, including those in na- 
tionalized enterprises in Britain and on the Continent, have shown that 
the psychological factor in economic reform cannot be neglected with 
impunity any more than can the institutional problems involved. One 
such experience, in Austria, is referred to in Appendix X. 

In Europe labor movements have seldom assumed, on the conscious 
level, that any reform short of a basic change in the economic order 
could be really successful. This has been especially true of those con- 
tinental countries in which Marxian thought has been influential, even 
if we disregard here all the Communist-dominated organizations. 
Actually social-democratic trade unions and parties have carried 
through or supported many specific reforms while challenging the 
economic system itself. In these instances fundamental criticism of the 
system was often accompanied by a constructive program on the level 
of daily action. 

Even so the national differences in the conscious attitudes of labor 
toward economic reform, especially that kind of reform which aims at 
changing the existing system itself, are of psychological interest. In the 
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United States the labor movement actually promoted greater economic 
reforms than it either intended or realized. In Britain and the Com- 
monwealth countries, at the same time, the labor movement followed 
mainly a Fabian program of specific reforms in the fields of social 
legislation, health services, education, housing, rural rehabilitation, 
public utilities, and co-operatives. Later a moderate amount of na- 
tionalization was added to the program, but the emphasis of British- 
type labor movements, with gradual broadening of the concept of 
labor, remained on slow change and the power of persuasion, not on 
an unbridgeable cleavage between economic systems or a sudden break 
in power relations. 

The latter has been the traditional attitude of most of the labor 
movements on the Continent including the non-Communist ones. The 
official programs of socialist parties and trade unions were for many 
years based on the attitude perhaps best expressed in the title of one 
of Karl Kautsky’s pamphlets published around the turn of the century: 
On the Day after the Social Revolution. Right after the social revolu- 
tion—ever less thought of in violent terms—a new era was to set in, 
not only in economic institutions but in the attitudes and motives of 
human beings. Reforms under capitalism were considered useful only 
in the sense of making the working class more fit for the transition to 
socialism. Compared with the labor movement in America and, in a 
lesser degree, in the British countries, continental labor conspicuously 
lacked identification with existing institutions, on the conscious level. 
Probably the main historical explanation of this difference lies in the 
strong precapitalist legacy of Europe—feudal oppression, class rigidity, 
backward middle classes, and lack of appreciation of manual labor. 

In their actual policies, however, many of the European labor move- 
ments acquired a far-reaching identification with existing arrangements 
in society as an increasing number of institutions—especially social 
legislation and civil rights—fell in line with the “immediate” aims of 
the movement, as distinguished officially from the “ultimate” ones. 
Some of these groups began to wonder whether they should think of 
themselves as the gravedigger of capitalism or as its physician. The 
social dangers implicit in preventing the existing economic machinery 
from functioning without promptly replacing it by a new one came to 
worry them increasingly. Interestingly, labor movements that had 
started out with an attitude of rejection of existing institutions gradually 
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built up greater feelings of responsibility toward them, at the expense 
of pressure-group mentality, than certain movements that had identified 
themselves with the existing economic system from the outset. A vague 
expectation of a final break with the present lingered on in the minds 
of those connected with the former type of movement; but this break 
came virtually to assume the meaning of a beyond, which, for that mat- 
ter, had always been emphasized in the religious branch of the Euro- 
pean labor movement. 

What then is the psychological significance of the labor movement 
as a whole, especially in its attitudes toward economic reform, allowing 
for the important differences in the cultural, historical, and economic 
backgrounds of the various countries? Struggle for the organization of 
labor has accompanied industrial development everywhere; the timing, 
extent, intensity, and forms of such organization, however, have varied 
considerably. The economic goal of raising the living standard of the 
workers has clearly been vital, especially in the early phases of in- 
dustrial societies, In addition, however, it has everywhere been an 
essential purpose or effect of labor organization to give the worker a 
sense of belonging, an opportunity to identify himself with a group of 
his own kind, and a general frame of reference. 

In this sense, as well as in the impact of extensive labor organization 
on managerial efficiency and on social legislation, the mere fact of such 
organization represents a kind of reform. What Marx called alienated 
labor **—the worker alienated from recognized and appreciated func- 
tions in society and even from his own fellow workers—is thus trans- 
formed into a formal group that seeks collectively and aggressively for 
self-expression, independence, reduction of social inequality, and greater 
personal security, This remains true in general despite certain union 
practices, such as slowdowns and featherbedding, which tend to impair 
the new feeling of social utility and personal assertion resulting from 
fruitful group action.‘ 

The basic need for collective self-assertion and status explains the 
fact that the most bitter fights between labor and management in many 
countries have not been waged about money but about the principle 
of union recognition in contrast to the old paternal attitude of manage- 
ment. Eventually the tables are sometimes turned; management virtually 
comes to strive for recognition by the unions, Strikes and lockouts often 
reflect a struggle for mutual or public acknowledgment of group status, 
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power, and social utility. Sometimes, at least, such conflicts are an im- 
portant device to let off steam and, at the same time, to strengthen the 
internal coherence of the groups concerned. Labor organizations which 
are strictly of the traditional union type tend to suffer from an organic 
handicap: they are essentially negative, or “anti,” and are dependent 
on the management for their existence. When a company or shop is 
discontinued, the end of the union or local has come unless it has some 
outside functions, no matter how strong it may be in other respects. 

Thus the union tends to represent a conflict structure; the sanctions 
that it must always have ready against management may also hurt its 
own members and the consumers. This fact results in a kind of inse- 
curity which seldom disappears completely as long as purely unionist 
goals in the traditional sense prevail, that is, short-run concentration on 
wages and hours. For this reason general welfare aims, political in- 
terests, and various union enterprises sooner or later come to supple- 
ment if not supplant the original goals. In those countries where the 
labor movement establishes political, educational, or co-operative or- 
ganizations of its own, its psychological structure is especially strong. 
This is true even when the movement is not conscious of thus implicitly 
transferring economic reform from the beyond to the society of the 
present. 

The specific psychological setting of the various labor movements is 
reflected in the types of leaders produced. The extensive literature 
that has been built around the problem of labor leadership can only be 
mentioned here.’ It is full of material on the personality factors that 
make for active interest and successful leadership in the labor move- 
ment under given sociocultural and historical conditions and on the 
attitudinal framework that is conducive to a conception of unionism as 
an approach to economic reform, rather than an opportunity for per- 
sonal or material assertion of a few leaders. 

In summary, a labor movement that mobilizes in its members real 
ego involvement, at least periodically, represents a kind of economic 
reform in itself; for it helps many workers in overcoming frustrations 
that are rooted either in industrial occupations as such or in their “low” 
position in society, Participation in the labor movement, and the 
solidarity feelings that go with it, tend to give individuals new in- 
volvement objects and values. This occurs at a time when many people 
cannot derive adequate satisfaction either from purely financial in- 
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centives or from the traditional joys of creative and durable work, 
either from the promise of rewards after death or from temporal work 
for love, à la Father Divine, either from competitive or from co- 
operative stimuli as such. Moreover, the labor movement reflects the 
security strivings of large population groups in industrial societies 
which have witnessed the psychological as well as the economic dis- 
aster that goes with mass unemployment. 

In his emotional needs for organization the worker is sometimes 
joined by recruits from the upper or middle classes, who wish to par- 
ticipate in what they perceive as a great community of solidarity. Labor 
organization thus tends to expand in various countries into a national 
movement for economic reform even if its conscious starting point was 
a nonideological or almost conservative desire for a moderate redis- 
tribution of the national product. This trend in organized labor toward 
a national reform program has been much slower in the United States 
than in Europe. Cultural and historical factors have resulted in far 
greater identification of American labor with the existing socioeconomic 
system if not always with the specific enterprise concerned. On the 
conscious level, belief in the individual opportunity and social mobility 
which this system offers has remained great even while the actual 
impact of the labor movement encouraged far-reaching reforms. 

All this, however, is outside the crucial problem of pseudo-labor 
movements, which use supposed labor interests and reform aims as a 
cloak for attitudes of a very different kind, especially as a mask for 


totalitarian mentality. The main types of such mentality are com- 
munism and fascism, 


Totalitarian Appeal and Economic Reform 

Both the Communist and the Fascist brands of totalitarianism contain 
certain principles of a program for economic reform. In fact, an eco- 
nomic program, in the alleged interest of labor or the “toilers,” has 
officially been the principal rationale of communism, and similar ele- 
ments have been quite significant in the rise of nazism. Measures against 
unemployment, programs of industrialization, the expropriation of 
certain groups or types of property, the redistribution of land, tax 
reforms, and barriers to trade have been regular features of totalitarian 
programs, though none of these measures have been an invention or 
exclusive province of the totalitarians, 
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It would be quite misleading, however, to regard such initial ideas 
of economic reform as the real explanation either of the dynamics or 
of the wide appeal of totalitarian movements. Some people, it is true, 
are attracted to them mainly by these proposed remedies for economic 
evils, but this type of supporter is unlikely to stay with totalitarian 
movements very long. For the bulk of the followers, the economic 
reforms proposed represent a rationalization of deeper emotional 
needs, not the real basis for political support. 

This fact emerges readily from a comparison between contemporary 
totalitarianism and older forms of autocracy. Through the ages mo- 
nopolies of power and of ideas, based on convictional certainty, have 
been frequent. In many societies of the past conformist exclusiveness 
was internalized to the point of making any deviant pattern of thought 
appear to the average person as sinful or insane. The mediaeval 
knight, serf, or priest could not even perceive any such thing as free 
thought—a freedom for “wrong” ideas to compete with the “right” 
ones! 

In modern Western societies, however, the cultural and institutional 
setting of such attitudes is quite different. Individuals who have been 
brought up in the values of freedom and yet desire to escape from it 
reflect extreme personal insecurity. The roots and manifestations of 
such insecurity, and its interaction with socioeconomic instability, were 
discussed in the third chapter, For the present discussion, the totali- 
tarian outlet for personal insecurities is of particular interest. 

The essence of the totalitarian mentality in our period is emotional 
inability to bear criticism or even a real discussion, along with an 
uncontrollable urge for an unshakable frame of reference to which one 
can always hold on in the midst of an otherwise confusing and unstable 
world. In terms of the perception patterns concerned, such a mentality 
reflects an excessive and rigid urge for definiteness and stability in the 
environment, with intolerance of any perceptive ambiguity, and a con- 
stant if sometimes unconscious striving for absolute certainty even at 
the risk of self-deception. Such an urgent need for definiteness on the 
level of perception is often accompanied by impatience for action re- 
gardless of consequences. The title of a Nazi pamphlet was Besser 
falsch handeln als gar nicht handeln (“Better to Act Wrongly than Not 
at All”), At the same time, authoritarian-guided relief from responsi- 
bility, from the necessity to make individual decisions, seems to 
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promise a peace of mind that acutely insecure people often despair of 
finding in any other way. 

Basically persons with a totalitarian propensity are characterized by 
deep unresolved frustrations, often rooted in family experiences during 
childhood. Such frustrations may lead to self-hating along with hidden 
needs for parental affection, which are then projected to the social 
scene. Picking of scapegoats and Führer veneration result. A political 
party, social movement, or economic panacea may offer an organized 
outlet for such needs and may even put a premium on neurotic or 
psychopathic traits. Blind authoritarian discipline and sacrifice come to 
be happily accepted by many in fulfillment of an unconscious craving 
for parental protection even if it includes punishment (or because of 
it). A hidden fear of children by parents also appears to occur with 
some frequency in contemporary societies, thus adding a new source 
of personal insecurity in adults; but this is another story. 

Identification with the authoritarian leader or hero momentarily 
gives the insecure person some of the emotional hold he had been 
missing, At the same time he tends to develop a perceptual block and 
strong resentment toward the mentality and aims of those who resist a 
similar breakdown of their selves and a totalitarian resocialization of 
their adult personalities. They are perceived as a danger to society in 
refusing to join the ranks of the insecure with their collective fear of 
freedom and in demonstrating implicitly that all human beings need 
not be that way. 

The excessively fear-ridden, as a group, are emotionally incapable of 
bearing the presence of those who are not. At the same time, whenever 
totalitarians of any denomination succeed in spreading a mentality of 
fear and a receptiveness to ideological panics, they have scored a 
victory for all such denominations no matter which one of the latter 
may win the next election or immediate public support. Uncontrollable 
mass fears are the indispensable basis of any type of totalitarianism. 
Mussolini knew what he meant when he said, paraphrasing what other 
authoritarians had expressed before him: “I do not care about their 
love as long as they fear me,” * 

Perhaps a totalitarian propensity in a strict sense is not very fre- 
quent as yet in Western societies, but its nearest relative, the authori- 
tarian mind, has been found to be fairly widespread. The features 
of the latter have been described by Max Horkheimer as follows: 
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“Mechanical surrender to conventional values; blind submission to 
authority together with blind hatred of all opponents and outsiders; 
anti-introspectiveness; rigid stereotyped thinking; a penchant for super- 
stition; vilification, half-moralistic and half-cynical, of human nature; 
projectivity.” Similarly, Else Frenkel-Brunswik summarizes as follows 
the traits of authoritarian personality in the light of the research carried 
out by the California group: “self-alienation, mechanization, standard- 
ization and stereotypy, piecemeal functioning, intolerance of ambiguity, 
lack of individuation and spontaneity, and a combination of irration- 
ality with manipulative opportunism’; “it is this externally over-adjusted 
type of person who is internally much less adjusted than the democratic- 
minded individual.” 5: 

In our period the totalitarian—an extreme version of the authori- 
tarian—is quite likely to use economic programs far more frequently 
than did his forerunners in earlier phases of society. Essentially, how- 
ever, economic arguments or institutional programs of any kind provide 
mere rationalizations, for totalitarianism is basically a primitive religion 
with some totemistic traits, a perverted messianic element, and a re- 
lapse into barbaric mob behavior. This substitute religion shares with 
some older creeds an antiscientific, anti-intellectual attitude which is 
fundamentally at odds with the requirements of genuine economic 
reform, This particular creed, however, has not as yet learned tolerance 
or even understanding of other people’s mentality, as many other creeds 
have in varying degrees. 

On the economic scene initial improvements sometimes occur under 
a new totalitarian regime when it takes over a society ridden by eco- 
nomic backwardness or disruption. It remains to be seen, however, 
whether any totalitarian regime can survive in the long run unless it 
keeps the bulk of its people in poverty, in humiliation, and in the 
ignorance that so often goes with the other two. Thus far recent history 
shows conspicuous instances of totalitarian regimes that started out 
with the promise of economic progress in the sense of increasing 
equality but wound up with extreme inequality to the point of estab- 
lishing a class of slave laborers. 

In modern Western societies a high incidence of strong personal 
insecurities has accompanied certain processes of social disorganization 
and the various forms of economic instability discussed in Chapter IIT, 
such as the ever-present threat from market competition, business 
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fluctuations, unemployment, changes in money value, housing short- 
ages, the old-age problem, technological innovations, and industrialized 
warfare. In these societies personal insecurities are often expressed 
in a propensity to embrace some variety of totalitarianism. Con- 
temporary society, however, with its background of pronounced en- 
couragement of intellectual individuality, cannot take totalitarian 
attitudes for granted as some earlier societies did, nor can it afford to 
accept the rise of such attitudes as unavoidable in any sociopsycho- 
logical situation. For any sweeping disintegration, in the wake of 
totalitarianism, of the social norms that are usually associated with 
civilization, any revolution of nihilism, any wide appeal of psychopathic 
heroes who take care of people's personal fears by making them the 
prevailing and, indeed, the only recognized pattern—any such trend 
can be fatal in a period of mechanized large-scale production with its 
striking instruments of mass communication. 

Once a totalitarian atmosphere has developed, any discussion of 
economic reform is immediately displaced from the level of intellectual 
evaluation to that of a primitive version of theology. The suspicion of 
unorthodox economic ideas or reform preferences becomes a favorite 
starting point for heresy hunts. Not that such hunts depend on the 
actual occurrence of unorthodox thought or behavior. Their essential 
element is the uncontrollable emotional need for witches that char- 
acterizes the totalitarian mind. If it cannot find anything resembling 
real sinners, it will create them in its own imagination. Witches and 
confessions are indispensable as an outlet for the fears and security 
needs of totalitarians; whoever declines to confess refuses the 
accusers relief from their insecurities, Lack of “co-operation” on the 
part of whoever happens to be accused thus comes to mean sabotage 
and betrayal—of the security needs of the totalitarians, The real pur- 
pose of forcible confessions, regardless of whether the coercion is 
physical or mental, is to enhance the beliefs and security feelings of the 
accusers. Sometimes this comes to apply to insecure or totalitarian- 
minded defendants, too, regardless of possible innocence; confession 
relieves them of any hidden guilt feelings, especially those stemming 
from lack of successful resistance toward the inquisitors. 

Essentially the purpose of obtaining such confessions is to “explain” 
the root of evils and to make sure, by the confession as such, that these 
evils are now removed. Confession thus serves as a kind of incantation 
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—to plead innocent means to invite the wrath of the demons. The 
factual guilt question involved—in our period quite often economic 
beliefs and their meaning—is irrelevant and serves as a mere irritant 
if brought up by old-fashioned defendants who have not caught on to 
the game. That is why any denial of charges or any criticism of totali- 
tarian investigators is automatically considered a proof of subversion: it 
means refusal of personal security to the investigators. 

The witches are most effective in their security-promoting function 
if they were originally of the accusers’ own breed, if they were con- 
sidered “loyal” in the past; Satan was originally an angel.** The mutual 
tension-relief operates best if an underlying community of emotional 
starting points underlies it. In addition, this type of collective tension- 
relief also serves the purpose of creating a particular kind of “mass”— 
the one that only a community of fear can cement. Refusal to confess, 
that is, to share these mass fears is thus interpreted by the totalitarian 
as an antisocial act. 

Basically, we repeat, the totalitarian mentality reflects the emotional 
inability of excessively insecure persons to bear criticism. Mere dis- 
cussion of controversial ideas or institutions, in the economic field in 
particular, is perceived as a tool of propaganda if not subversion. 
Totalitarianism “solves” economic and other problems by removing any 
possibility of a legitimate alternative to its own preconceptions, not 
only legally but psychologically—by denying the very existence of such 
problems under its own rule outside the perverted imagination of 
deviants who supposedly are always few but never are allowed to die 
out.** 

Itis part of the tragedy of our time that such a mentality has spread in 
the name of communism and anticommunism alike, and that it has often 
met only weak or brief resistance among the rank and file toward the 
compliance requirements concerned. Such requirements were at the 
same time rationalized, with the help of restructured perception, into 
individual beliefs or assumed objective needs of society. It is the ulti- 
mate aim of totalitarianism to make an accomplice out of every in- 
dividual, at least in the psychological sense of coming to share the guilt 
with the totalitarian movement and, especially, with an established 
regime of this type. That is why totalitarian inquisitions always insist 
that everyone exposed to them become an informer. 

In practice, the psychological differences among the various de- 
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nominations of totalitarianism have been slight even when their eco- 
nomic programs or political semantics seemed to be irreconcilable. In 
Western countries, at least, the choice of denomination appears to be a 
secondary matter, or else to show oscillations, in persons who have a 
strong totalitarian propensity, á 

The most elaborate brand of totalitarianism in our period, however, 
is undoubtedly communism. The key to the understanding of its role in 
the present-day world is not in the intellectual, political, or economic 
origin of the movement but in its psychodynamics, including attitudes 
and beliefs. Undoubtedly there are strong, if mostly hidden, elements 
of an attitudinal and belief system in the original structure of Marxism 
despite its claim to purely scientific analysis. It would be quite hope- 
less, however, to look in the writings of Marx and Engels for an ex- 
planation of the twists of Soviet ideology and policy in our period. Only 
censored editions of Marx are available in the Soviet Union today, and 
there is reason to believe that Stalin or Malenkov would have liquidated 
Marx had the latter lived long enough to see what uses had been made 
of his doctrine, 

Moreover, the socioeconomic starting point of Communist movements 
should not be confounded with their subsequent features. The justified 
grievances of the working class in industrialized areas (especially in 
newly developed ones) and, above all, the exploitative legacy of feudal 
and absolutist regimes in backward countries, are frequently at the 
root of an initial mass appeal of communism in large parts of the world. 
Nevertheless, its frequent origins in actual needs and goals of economic 
reform should not blind anyone to the subsequent shift of communism 
into an international tool of Russian power policy and, at the same time, 
into an all-embracing substitute religion in its psychological meaning 
to the individuals afflicted. 

Actually the common cover of Marxian or pseudo-Marxian seman- 
tics conceals the existence, within the world of communism, of three 
phenomena of quite different orders, First, there is a genuine move- 
ment for economic reform with radical methods, mainly in countries 
with a feudal-aristocratic legacy, landless rural masses, and a need for 
sweeping redistribution of land and for protection of workers from 
ruthless exploitation, Such reform goals are not essentially Commu- 
nist in character, but the Communists easily manage to appropriate 
them, largely by default of other political and ideological groups. In 
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recent years, the combination of such economic ideas with nationalist 
slogans has been especially effective. 

Second, there are the Soviet Russian Communists of the fifties, after 
three or four decades of unchallenged power and ideological monopoly. 
In the Soviet Union today and, in a lesser degree, in some of its satellite 
countries to the west, the Communists represent largely the conformist 
or indifferent types, not the revolutionaries or malcontents. In a mono- 
lithic structure like the Soviet regime, with a large majority of people 
who have never known any other order of things, it must take quite an 
unusual amount of independence, nonconformity, or rebellious per- 
sonality to oppose the Communist regime. Essentially it is the indi- 
vidual with a conformist or, at least, a conservative personality who 
now supports the Communists in the Soviet Union, although continuing 
industrialization must leave some outlets for imaginative initiative for 
the time being. 

Third, there is the person with a totalitarian propensity in Western 
countries that have long known freedom of thought and democratic 
discussion, To go totalitarian in a free country takes an extreme amount 
of personal insecurity resulting in a pressing need to hold on to some- 
one who supposedly will always have all the answers. The frequent 
occurrence of such needs in a country with traditions of intellectual 
freedom indicates strong disruptive influences in social life, such as 
a high degree of recurrent economic instability. This was pointed out 
in Chapter III, especially in the section on “The appeal of quacks,” 
pages 121-123, Wide support for either communism or other shades of 
totalitarian mentality under Western conditions is a symptom of a sick 
society, 

The three kinds of Communist attitudes overlap in some places and 
are subject to shifts in their relative importance in the various countries 
affected. At any rate, the Kremlin holds them together and utilizes 
them as best it can. The following description of the rise and fall of a 
Russian Communist is illustrative: 


The Party gave him a psychological backbone which he did not otherwise 
possess. He was a man without initiative and he felt safe in the Party; it 
offered him a certain position he could never have won on his own... . 
During the revolution and the years of civil war they had been attracted by 
its revolutionary ideas and, once inside, a cleverly devised system saw to it 
that they never drifted away again. Their choice was between membership 
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of the dominant group, which included a comfortable and secure posi- 
tion, and the terrible threat of complete moral and physical destruction if 
they ventured to depart by as much as a hair’s-breadth from the Party 
line.5+ 

Actually the totalitarian identification, once acquired, often con- 
tinues even after an individual has been purged; he is afraid of losing 
his frame of reference without being able to replace it by a new one. 
Hence the paralyzing effect of totalitarian purges upon many people 
who are objectively innocent of the charges raised against them; they 
can fight against perceived enemies but not against perceived brethren 
even if the latter made a “mistake.” Conversely, the accusers perceive 
suspected dissidents as “suffering from a psychological dichotomy which 
will split and destroy them ‘spiritually’ . . . The internal strains to 
which they are subject will be too much for them both as individuals 
and as a party.” 5 

Among the individual types of totalitarian propensity in Western 
countries, the people most likely to be attracted to communism, rather 
than to other shades of totalitarianism, are strongly guilt-ridden per- 
sons. Communism, as distinguished from fascism, has its social starting 
point in lower-class aspirations, and it keeps rationalizing the emo- 
tional needs of its followers in this old way—a practice which tends to 
attract certain individuals from upper and middle groups of society who 
unconsciously wish to repent for individual or group sins. Driving the 
Communists underground probably increases this masochistic attrac- 
tion and strengthens the allegiance of the initiated, the “knowing,” to 
each other and to the cause, At the same time, Communists appear to 
have a basic contempt for fellow travelers, who do not commit them- 
selves to the movement formally and, above all, psychologically, and 
who may even be really interested in economic reform chiefly, rather 
than in an all-embracing substitute religion, 

The fascination that communism holds for its active members often, 
as we have said, continues after they have been expelled or have left 
the party on their own. Ideologically the positive charge in their 
minds shifts into a negative one, but psychologically little changes in 
such cases: the black-and-white mentality continues, and in their whole 
perception of the world there is still nothing more important than com- 
munism. The explanation, of course, is in the fact that the same per- 
sonality traits that led them into communism in the first place are still 
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the moment has been impaired. 

The social and historical starting point of communism, as we pointed 
out earlier, is in lower-class aspirations. Fascism, on the other hand, 
originates typically in aspirations of the upper and middle classes, 
especially where the middle classes are of precapitalist origin. It then 
comes to attract a number of persons from various strata who identify 
themselves with a social élite but are frustrated in their conscious or 
unconscious desire for high social status. Here again a program for 
economic reform serves to rationalize basic totalitarian propensities, 
even though society may objectively be in need of actual reform. While 
the socioeconomic roots of fascism are different from those of com- 
munism, however, the psychological disposition of the individuals 
afflicted in Western countries is (or comes to be) very similar. Actually, 
interchange of ideas, methods, and allegiances between these twin 
movements is by no means infrequent despite the bloodthirsty language 
they like to use against each other. 

The socioeconomic conditions which typically enhance the mass 
appeal of fascism include national inferiority feelings based on per- 
ceived humiliation (in the wake of military defeat, for instance); up- 
rooted precapitalist groups surviving into an industrialized society, 
such as aristocratic landowners or small handicraft; disgruntled in- 
tellectuals who form a frustrated would-be élite; an aimless or cynical 
youth in search of leaders and goals; strong concentration of economic 
power along with failure of the economic system to function properly, 
especially a sequence of sweeping deflations and inflations; actual or 
imagined threat to the economic order from radical currents or an 
extensive labor movement; fear of loss of the paternal role and, at the 
same time, collective guilt feelings on the part of the upper classes; 
cultural and national characteristics that favor conformity, especially 
in the absence of deeply rooted experiences in democratic give-and- 
take; and, last but not least, any factors that generally foster a high 
incidence and intensity of personal insecurities. 

Economic reforms, we repeat, often rank high in the official programs 
of Fascist movements and in the initial policies of Fascist regimes. 
This applies to employment policy, community improvements, housing, 
drainage and irrigation, land reforms, monetary changes, and so forth. 
Basically, however, such reform programs are entirely subservient to 
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the emotional urge to find outlets for the mass fears found or aroused, 
Reform goals are cynically sacrificed to this urge whenever they are no 
longer required for purposes of plausible rationalization. Persons who 
are attracted to a Fascist movement mainly by its economic program, 
and not by its images of hatred and power, will soon run afoul of its 
demands and mentality. 

Fascism cannot be genuinely interested in economic reforms because 
of its consciously anti-intellectual character, its endeavor to arouse 
strong and blind emotions in its followers, its “know-nothing” attitude 
toward any scientific approach to human problems. The persecutory 
mob, not the revolutionary, is characteristic of fascism at an even 
earlier stage of development than it is in communism. Economic 
factors, not excluding real goals of status defense of individuals or 
groups, are only of indirect importance in the rise and policy of fascism, 
to the extent that economic frustrations contribute greatly to the state 
of fear that underlies fascism. 

These considerations also apply to the related area of attitudes 
usually summarized under the heading of group prejudice. Attributed 
traits and various stereotypes concerning certain groups (especially 
minorities) may be offered as the “explanation” of high prices, bank- 
ruptcy, exploitation, or inequality. The underlying state of mind, how- 
ever, is not really rooted in any specific shortcomings of the economy 
or in lack of economic information, although tensions resulting from 
socioeconomic instability influence it greatly in a longer run. Norbert 
W. Ackerman and Marie Jahoda describe the emotional predispositions 
to group prejudice as anxiety, confusion of the concept of self, fear 
of the different, and conformity. The corresponding defense mecha- 
nisms transform the underlying anxiety into aggression against a collec- 
tive scapegoat.'* Fascism attempts to drive such displacement processes 
to the extreme, on a mass scale: it sets out to change and broaden the 
scale of social distances in its followers in such a way that actual eco- 
nomic relations and needs are distorted sadistically in their minds. This 
or that minority group permanently or periodically becomes the great 
villain, replacing the concept of objective economic conditions to be 
studied and changed, 

Some experiences are now available concerning the legacy of a 
defeated Fascist regime, and they are not very encouraging. Despite 
disappearance of the institutional structure of fascism in Germany, 
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Austria, and Italy, the same insecurities that brought it about in the 
first place tend to continue or to reappear. Shortly after the war an 
American psychiatrist found the following situation in Germany: “The 
psychological effects of the twelve-year Hitler regime are seen most 
commonly in a variety of anxiety states, cautious manner, apprehension, 
diminished energy, reduction of social contacts, a host of psychoasthenic 
symptoms, and exaggerated submissive attitudes.” 

My own observations in Germany and Austria in 1947, 1948, and 
1950 indicated at first the impact of the negative selection which fas- 
cism (plus war destruction and hunger) had brought about. The 
courageous, independent, responsible types had become rare; most 
people seemed tired and interested only in the most immediate needs. 
Fear of some kind of new totalitarianism persisted and often resulted 
in making people shun active politics. The generation between twenty 
and forty seemed more anxious to play safe than older people, those 
who had retained a pre-Fascist frame of reference. The conception of 
social activity of the people themselves as the root of progress was rare; 
they had been liberated by others and expected protection and initia- 
tive from others. 

The former Nazis often presented themselves in a charming, co- 
operative, “nonpolitical” fashion. Perhaps they had made some mis- 
takes, but were the Americans (or any other people) really any 
better? This attitude did not prevent many of them from wishing to 
emigrate to the United States; they took it for granted that they would 
be welcome. Avowed Nazis were almost impossible to locate for a while. 
Demoralization, cynicism, and fatalism prevailed and usually resulted 
in readiness to conform with anybody or anything—with a new 
fascism, with communism, even with democracy. The only real novelty 
was a widespread disinclination to undertake any new rearmament and 
militarization. 

After the currency reforms in these countries, a marked shift from 
demoralized submissiveness to nationalistic aggressiveness occurred, 
not only in terms of self-confidence regained but in terms of renewed 
receptiveness by many toward fascistic slogans. Needless to say, un- 
warranted generalizations should be avoided, and currency reform was 
not the basic reason for such attitudinal changes; but this reform sym- 
bolized the beginning of speedy economic recovery and, with it, of 
important steps toward national self-assertion. 
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These observations do not, of course, claim universal validity, but 
they appear to be confirmed by many objective data. Neither the 
collapse of the Fascist state nor the beginnings of economic recovery 
had automatically removed the roots of the totalitarian mentality, 
although both measures were indispensable steps in that direction 
from a long-run point of view. By May 1951 Fascist forces in eight 
countries of Europe, including Germany and Italy, had sufficiently re- 
covered to hold an international meeting in Sweden, at which a world 
alliance of Fascist groups was founded, an international league of 
nationalists. 


In summary, any serious spread of the totalitarian mentality—either 
of the Communist or of the Fascist type—in contemporary Western 
societies indicates a wide incidence of strong personal insecurities. Such 
insecurities, in turn, reflect in large part a recurrent socioeconomic 
instability, as was shown in the third chapter. Yet totalitarian attitudes 
are not genuinely directed at economic reforms which might in due 
course remedy such instability. Essentially totalitarianism mirrors a 
psychic state of fear on a mass scale. Its Communist variety has its 
historical starting point and frame of reference in the lower classes; 
in the Fascist variety upper-class or middle-class values are used in a 
comparable way. However, in essential traits of the mentality and in 
psychic needs there is relatively little difference between the various 
brands of totalitarianism in Western societies. In each case economic 
reform is used as an initial or periodic device to gain attention and 
support among masses who actually need improvements. Sooner or 
later, however, economic reform becomes a mere object of rationaliza- 
tions—if not conscious deception—on the part of totalitarian move- 
ments, 

The question that emerges from these experiences of our generation 
is how to replace the totalitarian mentality, especially when it occurs on 
a large scale, by genuine striving for needed reforms, The reduction of 
Socioeconomic instability eventually will help to diminish the incidence 
of insecurities that foster a totalitarian propensity, but this might take 
a generation or longer, and in the meantime the vicious circle of in- 
stability and totalitarianism might continue. Attempts to “disprove” 
the delusions of real totalitarian addicts, to show that their fears are 
objectively unjustified, would be psychologically hopeless, Such a pro- 
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cedure, however, may influence some persons who have no real totali- 
tarian propensity and who fell into the orbit of totalitarian movements 
by accident or by genuine mistake. 

Well-meaning liberals, who have been trained in logical argumenta- 
tion and who strongly believe in its power, are quite likely to be ineffec- 
tive in counteracting the real totalitarian mentality. Likewise, turning 
the fears and hatreds of those afflicted against each other, thus leading 
their mentality ad absurdum, may sometimes have been effective in 
history when a mass hysteria had nearly run its course and merely 
awaited a final blow; but ordinarily this is an uncertain and hazardous 
procedure. 

The real task is to eliminate fear as a mental condition—not fear of 
anything in particular—as a snow-balling occurrence among the masses. 
By far the most promising method is action through key persons, refer- 
ence groups to whom people look for guidance, and legal devices which 
demonstrate to those afflicted that prejudice, hatred, and violence are 
at odds with basic values of society, and that the totalitarian, far from 
being embraced by a new fraternity, is likely to find less acceptance and 
assurance than the democratic person. In this process, an attempt 
could also be made to imbue the unhappy totalitarian souls, as a group, 
with a greater degree of personal security than they have had. Institu- 
tional reforms—prominently including some economic ones that will 
be discussed in the next chapter—can eventually contribute much to 
changing the attitudinal framework of persons with totalitarian pro- 
pensities and, still better, to preventing the rise of such propensities on 
amass scale in the future. This, however, is likely to be a long-continued 
process, rather than a quick cure once for all. 


Planning, Planners, and Incentives 

Actually it has been claimed that organized economic reforms, es- 
pecially those which involve any type of planning, are likely to foster 
the totalitarian mentality and policy. The best type of economic re- 
form, so the argument runs, is the one which comes about spontane- 
ously, through the mechanism of an unfettered economy; any other 
attempt at reform will wind up in a vicious circle of economic inter- 
vention and totalitarian mentality. We shall not discuss here the gen- 
eral aspects and fallacies of such theories. This was done in an earlier 
book by the present author, which also attempted to draw a clean-cut 
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distinction between various types of economic planning and control.** 

The present discussion is concerned only with human factors and 
limitations in economic reform, especially to the extent that such reform 
may involve changes in industrial incentives, a growth of government 
action, or increased centralization of economic decisions. The assump- 
tions made in this discussion are the following: First, there is need for 
some type and degree of economic reform everywhere—even in the 
most prosperous countries—in order to keep increasing the level of 
productivity, to build safeguards against excesses of depression and 
inflation, and to improve the housing situation, the use of basic re- 
sources, and the condition of substandard groups. Second, it is far better 
to carry out needed reforms in a well-considered and integrated way 
than to do it on a hand-to-mouth basis. Third, economic reforms can be 
implemented in such a way as to strengthen the democratic participa- 
tion and responsibility of citizens, These three principles are combined 
in the concept of democratic planning as the approach to economic 
reform. The degree of public ownership, which looks to many people 
like the main issue involved, will actually vary from country to country 
and period to period. It is by no means the essential yardstick of re- 
form, planning, or democracy. 

The main distinction between economic reform in general and eco- 
nomic planning as a specific method is in the underlying mentality. 
Economic reform can—and often must—proceed in a piecemeal way; 
economic planning is an attempt to integrate new measures with one 
another and with as many existing institutions as possible. Planning 
means essentially anticipation, followed by integration of independent 
ends and means, with a view to eventual action, This applies to plan- 
ning on almost any level—the household, the firm, the public budget, 
the local or national government, international units. 

The available data do not permit a definite judgment on whether or 
not individuals with a high degree of integrating and “planning” ca- 
pacity in their personality are more likely than others to support plan- 
ning in economic and social life as well. On the latter level there are 
usually additional factors of an emotional nature, especially in atti- 
tudes toward government intervention, which were discussed in the 
second chapter. As a symbol of father, the image of a paternal state 
may arouse emotions which make for perception of public measures in 
either a less or a more favorable way than the objective situation 
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warrants. The state may thus become an object of blind hate or naive 
veneration; worst of all, it may turn out to be even more remote than a 
private owner, thus disappointing the faithful children, This problem 
of identification and communication is the crux of the planning prob- 
lem and, indeed, of any public policy in a complex society. 
Planning, at the same time, is a much broader concept than socialism, 
with which it has often been associated historically. Actually the 
planning orientation may be applied to the individual, local, or social 
level, to private or public property. The kind of mentality—that is, 
of perception and goal direction—matters here far more than the 
institutional setting. The planning orientation stresses the systematic, 
“rational,” intellectual, and perhaps scientific approach, even though 
it may not always succeed in making the best use of this approach in 
practice.*® 
Social goals of one kind or another are always implicit in economic 
planning, In this sense, the latter always includes some noneconomic 
purposes and functions. Apparently planning aimed at specific social 
targets—preparedness or industrial development, for instance—is 
likely to arouse greater public support than planning directed at the 
maintenance of economic balance in a general way or at sustained high 
employment. The latter type of planning—a program of countercyclical 
measures against excesses of deflation and inflation—has, however, 
come to be widely accepted in Europe and has gained much ground in 
the United States since the Great Depression. Such an attitudinal 
change, it is true, has often been unconscious and has manifested itself 
more readily on the practical than on the verbal level. 
Even so, any strict centralization would arouse great resistance in 
Western countries. Planning has the best hope of success there if it 
aims at establishing favorable conditions for the kind of economic 
action that is desired from individuals, groups, or firms, rather than at 
direct decisions from above. Planning thus becomes largely identified 
with anticipation of the attitudes and motives of management, labor, 
and consumers, and with the setting of an attitudinal and motivational 
framework that favors the kind of individual or group decisions the 
policy makers have in mind. This kind of planning need not assume 
“rationality” in any conventional sense, but it must explore system- 
atically any prevailing patterns of “irrationality” in order to be realistic. 
This applies especially to the problem of incentives. Capitalism has 
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traditionally assumed that the pressures of a competitive market would 
beget top efficiency in managers and workers. Critics of capitalism, on 
the other hand, have long claimed that stronger identification with the 
economic order on the part of the population, or of the decisive classes 
in the production process, would increase the satisfactions of work and 
of achievement and would thus strengthen the incentives for efficiency. 
J. A. Hobson, for instance, saw the essential challenge of economic re- 
form precisely in the necessity to develop stronger incentives than 
capitalism had been able to do.” 

At any rate, the main psychological assignment of any economic re- 
form of the planning type would be to grasp as fully as possible the 
emotional influences that are involved in the various types of economic 
decisions. Some of these influences may then be consciously utilized in 
the interest of accepted social goals, Opponents of any such reform 
claim that by eliminating the market mechanism, with its mutual 
correctives for workers, managers, and consumers, the door would be 
opened to arbitrariness. On the other hand, supporters of certain reform 
programs assert that by putting economic decisions on a scientific basis, 
including the use of applied psychology, the new economy could be 
made far more “rational” than the old one has ever been; planning 
boards would proceed according to the requirements of marginal 
analysis in economic theory, while private business firms today do not. 
The practical experiences available thus far are not conclusive enough 
to settle the question convincingly. 

One of the main controversies along these lines concerns the work 
incentives for an industrial labor force. Is competition for jobs and 
earnings doomed if the element of government intervention is in- 
creased? And can we hope for any work efficiency in the absence of 
such competition? Practical experiences and psychological considera- 
tions alike indicate that the problem is far more complex than these 
questions assume. It is true enough that the necessity of working for a 
wage is an important incentive, especially for unskilled laborers and for 
workers in early industrial societies, However, one price that society 
has to pay for this kind of labor supply is its high turnover and in- 
stability. Lack of involvement in the work to be done, and personal 
insecurity due to low and uncertain status, tend to result in excessive 
mobility and low productivity. 

Perhaps this problem of how best to stimulate the involvement of 


Economic Reform and Human Mind 215 


people in their work, their interest in getting things done, and their 
sense of achievement will turn out to be the crux of the conflict of 
economic systems. Attempts to increase the personal involvement in 
industrial work through profit sharing have seldom had much success. 
The workers and, especially, the unions have tended to suspect the 
motives of management in such experiments, and the financial partici- 
pation offered has not sufficed to break down this basic attitude and 
has sometimes strengthened it further." On the other hand, noneco- 
nomic forces which aroused strong emotions of a productive type have 
occasionally created the kind of involvement that made economic in- 
novations a success even when financial sacrifices or handicaps were 
involved. The experiences of the Kibbutz movement in Palestine, at 
least until the rise of complications from party politics and rapid hetero- 
geneous immigration, are a case in point. 

This is not meant to minimize the impact of financial incentives in 
specific social constellations; it is meant to emphasize the great variety 
of incentives that may make economic processes—including innovations 
based on public action—either effective or ineffective. It was shown in 
the first two chapters that financial incentives are part of a complex 
motivation, within which they often reflect or symbolize deeper needs 
of people, especially a striving for self-assertion, personal security, or 
social status. Financial incentives are important, but they are apt to be 
disregarded or unconsciously neglected whenever they are at odds with 
such deeper needs. Unless, therefore, economic planning or other re- 
forms are associated by most individuals with national, social, or group 
interests that concern them personally, such measures will have a small 
chance of succeeding. 

It is worth noting here that some populations in our period have 
access to a huge body of statistical data, at least in a popular version, 
and may have a greater cultural tendency than others to being inter- 
ested in quantitative information. In such populations “planning 
through publicity’”—some people might prefer to call it simply eco- 
nomic education—could have considerable effectiveness. Conversely, 
absence or disregard of such information among the rank and file may 
result in attitudinal resistance toward planning measures regardless of 
whether or not they hold intrinsic merit. 

British experiences during the postwar period have an important 
bearing on this whole issue. These experiences, to be sure, have been in 
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the nature of scattered economic reforms, rather than of planning, 
despite the presence of a Planning Board and Planning Staff. More- 
over, the legacy of the war and the partial disintegration of the Em- 
pire have supplied modifying influences of great significance. This is 
not the place to attempt an evaluation of British postwar reforms in 
general; the purpose of the following remarks is merely to point out a 
number of lessons from an economy that has undergone a great increase 
in public intervention within a few years—an increase which is not 
likely to be drastically reversed regardless of the party composition of 
the government. 

To begin with, British experience shows that men do not auto- 
matically work harder for the government than for a private employer, 
if indeed anyone ever believed this, The opposite assumption, for that 
matter, would be just as untrue. The really decisive factors appear to 
be, first, the degree of identification and ego involvement that manage- 
ment—either public or private—can arouse in the workers; second, the 
group norms, especially those expressed in the prevailing standards of 
trade-unionism, which the workers recognize as their own. The British 
experience indicates that unless nationalization (or public regulation, 
for that matter) is accompanied by a strengthening of the workers’ 
identification with the plant or with the job to be done, nothing much 
will change, Such changes in identification may occur either directly 
in each worker or, more likely, through the medium of newly develop- 
ing norms of trade-union behavior. Without such basic changes, major 
attitudinal shifts on the job cannot be expected to arise, 

Purely financial incentives turned out to be effective only if and 
when there was attitudinal readiness for a positive response; otherwise 
they sometimes backfired, In some cases higher wages brought greater 
absenteeism; extra leisure was preferred to an increase in weekly earn- 
ings. Situations in which such preferences for leisure by one key group 
(say, the coal miners ) forced other groups into similar behavior turned 
out to be especially difficult to handle. 

Lack of effective communication between the central management of 
nationalized industries and the workers on the local level was found 
to be fatal to the latter’s identification with their productive assign- 
ments. In addition, the unions had lost their traditional function of pre- 
venting exploitation by the company and braving the management in 
the interest of their own members; and they had not acquired a new 
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clean-cut function. Unions were still perceived by their members and 
officers as instrument for the gain of immediate advantages, and they 
were wary of appearing as a new kind of company union. In order to 
appease the unions, special business taxes were worked out in a desire 
to reassure the workers that profits would not rise while wages were 
frozen, Labor supply for the coal mines and other difficult jobs became 
a problem; for the existence of a Labour government, while it lasted, 
had not automatically brought a higher status for the holders of such 
jobs or any intensive identification with the state. 

All this should not be interpreted as an indictment of the British 
reform experiment. Actually the economic recovery of Britain after 
the war was a marked success as far as domestic factors were concerned, 
and most of the Labour reforms enacted were accepted as permanent 
by the Conservatives, with only slight alterations. The British ex- 
perience does teach, however, that any institutional reform program, 
whatever its merits may be in other respects, is bound to run into 
serious headaches if it disregards the changes in attitudes, motives, and 
group norms which it either involves or requires. 

In other words, any institutional reform is only as good as the motiva- 
tion of the people who carry it out. This includes people in executive 
positions. This is true in the planning type of reform even more than 
in other types, for the planning approach requires specific personal 
qualities, which have been pointed out earlier. In a sense, any type of 
extensive economic reform now means adjustments in the selection 
principle for managerial executives. Compared with such adjustments, 
property titles are of far less importance in the economic process today. 
If an institutional arrangement encourages the selection and promotion 
of the “tight” kind of people to executive positions, it will be effective. 
“Right” here means not only technical competence but adaptability, 
co-operation, the ability to make essential decisions and to delegate 
others, and an absence of authoritarian or rigid traits. One of the 
main arguments used against private enterprise, especially outside 
North America, has been precisely the selection of economic executives 
on different grounds, for example, ruthless egotism or family connec- 
tions. Conversely, it has been claimed that under any type of economic 
planning or noncompetitive arrangements “the worst come on top ii 
because of the attraction such assignments exert upon bureaucratic, 
sterile, and authoritarian minds. 
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Now a strong case could be made for the belief that bureaucratic 
management is unavoidable in a huge, complex society; Joseph A. 
Schumpeter even claims that “bureaucracy is not an obstacle to 
democracy but an inevitable complement to it.” * The problem in this 
case is reduced to the decision whether bureaucracy should mainly be 
a public one (civil service) or a private one ( corporate hierarchies). 
But this is not the crux of the issue. We are concerned here, not with 
bureaucracy as an institutional arrangement but with bureaucracy as a 
state of mind, Its characteristics can be described as rigid adherence to 
set impersonal rules, especially restrictive ones; lack of sufficient per- 
ception of or appropriate response to changing conditions; inertia and 
remoteness; a safety-first attitude along with overconformity; and ex- 
cessive identification with the administrative hierarchy, based on 
assured tenure. The typical bureaucrat has the greatest inhibitions 
against admitting an error (which would be implicit in changing an 
economic plan, for instance); he is insensitive toward both intellectual 
qualifications and emotional factors in complex issues. For an intellec- 
tual person to be squeezed into the strait jacket of a bureaucratic ma- 
chine is a process full of frustrations; it is a serious problem in a period 
when economic administration and, especially, economic reform can- 
not dispense with intellectual guidance, 

It is quite true that certain institutional arrangements may tend to 
put individuals with bureaucratic traits of character into top positions 
or to reward such qualities in some way. Conversely, persons with the 
traits described may actively seek an outlet for their personal needs 
through administrative power over people, or perhaps through per- 
fectionist planning. However, this may also happen in an unchallenged 
competitive economy, and in the absence of either public planning 
agencies or economic reform, Bureaucracy as an institutional develop- 
ment should not be confounded with the bureaucratic mentality, Both 
may affect either public or private organizations—planning agencies 
either of the government or of large corporations. There is no auto- 
matic guarantee against it, only the general possibility of encouraging 
a nonbureaucratic spirit in all human endeavors. 

At the same time, there has been some neglect by advocates of 
economic reform and, especially, of economic planning of the distinct 
possibility that bureaucratic persons might gain from the institutional 
changes proposed. Likewise, there has been too little emphasis on the 
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necessity in a democratic society of staffing executive positions with 
persons of productive orientation, adaptability without conformity, and 
organizational gifts without authoritarian traits. Economic reform of 
any kind will be a failure unless it improves the selection of executive 
personnel, from the viewpoint of human qualities, over earlier methods 
of selection, In turn, the ultimate decision on who is to do the selecting, 
and according to what standards, will be reached in the showdown of 
political forces and the social power groups behind them. Perhaps some 
economic reform of the future will start with what looks like a general 
necessity in political life and in positions of social power today—with 
personality tests. But this is a separate story. (Survey data on perceived, 
desired, and expected power positions of various institutional groups 
are presented in Appendix XI.) 


In summary, the planning type of economic reform poses some special 
problems of personality and motivation. Any attempt by democratic 
societies to integrate needed reforms into economic planning, regardless 
of whether or not any formal changes in property relations are con- 
sidered necessary, will depend for its success on the selection of suitable 
personalities for the executive functions involved. Even so only real 
involvement of the population—especially the labor force—in such 
reforms and a high degree of identification with them will promise 
achievement. 

In addition, the type of reform to be chosen, and of the incentives, 
rewards, and penalties that go with it, must take into account the cul- 
tural characteristics of the population and its prevailing scale of social 
values if such measures are to be realistic. What is perceived as a reward 
in one society may be interpreted as a penalty or meet indifference in 
another; what is perceived as regimentation by one nation may be 
readily accepted by another. In one country or group, beating the law 
is considered evidence of smartness even when the most essential 
measures are at stake; in another country or group, Co-operation with 
public policy is taken for granted even when this policy is disapproved 
by those affected. Likewise, certain populations have a greater cultural 
propensity for semantic lags than others. In particular, some popula- 
tions may in practice readily participate in a substantial amount of 
public planning but may be extremely reluctant to admit that they do it. 
In addition, there are, of course, important differences among in- 
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dividuals and groups in each nation with respect to their attitude 
toward public intervention and social innovation, and corresponding 
conflicts of codes may easily arise in the minds of some people. 

In other words, no one program of economic planning—or nonplan- 
ning, for that matter—will be applicable to all sociocultural conditions 
or will make everybody happy. Psychological adaptability, not to be 
confounded with conformity, is the number-one testing ground for 
the individuals, groups, institutions, and policies that are affected by 
any such program. 


Economic Reform and Attitudinal Change 


In more specific terms, however, what types of economic reform are 
psychologically realistic in our own period? For unless we assume that 
we live in the best of all possible worlds right now—an assumption 
which few people would care to make—or else that any attempt to 
improve economic conditions through human action is preposterous, 
some kind of reform will be considered necessary nearly everywhere. 
Some people will advocate economic planning of this or that type; 
others will recommend a change back to laissez faire; still others may 
put their faith in the simple ways of the Puritans or in technological 
innovations at some future date, 

The point is that no one type of institutional arrangement can hope 
to succeed at all times and in all societies just because it looks to some 
of us like the most advanced or logical. Only by taking into account the 
differences in cultural and historical heritage, scales of value, percep- 
tion patterns, group distribution, and status needs can economic reform 
promise success at a given time and place. This principle by no means 
precludes the possibility of economic policy agreements on an inter- 
national scale; but no one type of institutional arrangement, no matter 
how successful it may have been in one or more countries, will always 
fit populations with a different background. 

Competition, co-operation, freedom, planning, profit, welfare, effi- 
ciency, joy of work, thrift, investment—these are all concepts or symbols 
which mean much to one population and little to another or which 
assume quite a different meaning when transplanted from one region or 
social group to another. In one society, concern with the common wel- 
fare may be taken for granted and may even enter, through a back 
door, into theoretical concepts of economics.** In another more rigid 
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society both the upper and the lower strata may assume that given 
economic arrangements are transcendental, superhuman devices de- 
signed to benefit the upper strata only. In one case the little fellow is, 
sentimentally perhaps, considered the real focus of reforms; in another 
case he is disregarded, if not held in contempt for his economic failure. 
In all of these cases, however, the concept of economic reform refers 
to intentional extensive change in economic conditions, as distinguished 
from the concept of economic growth, which applies mainly to spon- 
taneous processes of expansion, however defined in detail.® 

The crucial dilemma of such intended change in those countries 
which need it most—the ones ordinarily classified as backward or un- 
derdeveloped—arises from the possibility that reform may destroy old 
values without immediately replacing them by other, equally firm, ones, 
thus fostering personal conflicts on a mass scale. On the other hand, 
lack of reform will often perpetuate disease, exploitation, or savage 
superstitions." 

The very fact that mankind in our period consists of so many different 
types and levels of economic and cultural development accounts in a 
large degree for the difficulties encountered in making the world 
livable for everybody. The remedy, however, cannot lie in any attempt 
to make this multitude of institutions and cultures conform to the 
historical experiences or contemporary predilections of one nation, The 
real task is to develop a kind of world that would be acceptable to all 
those societies that are not bent on the destruction of others. If we 
allow for this necessity, a variety of economic and cultural forms will 
be with us for all foreseeable future even if the specific kind of reform 
called economic development should make faster progress than can be 
anticipated right now for most of the world, 

In order to promise success, such economic development must not be 
conceived of as a purely technical enterprise. There is some danger of 
succumbing to what the Australian economist Colin Clark, referring to 
his own country, has called “deep-seated emotional obsession with 
industrialization.” * If economic development were essentially an en- 
gineering assignment, highways and steel plants could be built in 
various countries with Soviet Russian assistance about as easily as with 
American. From the viewpoint of primitive economies, both capitalism 
and communism are infinitely advanced in a technological sense, and 
the ideological choice may depend on the degree of cultural under- 
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standing these populations believe they will find in their prospective 
helpers, Actually future historians may discover that the real function 
of totalitarian economies has been a ruthless and barbaric kind of 
initial capital accumulation in the interest of rapid economic develop- 
ment, with the help of an armament mentality. 

Whatever the concrete pattern of economic development, it will 
inevitably involve important changes in perception and attitudes, Un- 
less the population concerned can be convinced that the new institu- 
tions proposed, including technological innovations, are beneficial, 
feasible, and worth the effort in terms of social prestige as well as of 
material comfort, the finest airport, steel mill, or model farm will do 
little good. And unless people's motivation for economic action shifts 
accordingly—for example, from safeguarding an established level of 
subsistence to a drive for continuous accumulation of investment funds 
—the jungle may soon grow over airports, steel mills, and model farms 
supplied by foreign aid. To quote the International Development 
Advisory Board, “Development is a state of mind, People have to de- 
velop themselyes before they can change their physical environment 
and this is a slow process. . . . Habits of thought and of conduct are 
the most stubborn obstacles to development.” % 

Even in the short run, similar problems have been encountered in 
the productivity campaign conducted under the European Recovery 
Program. French farmers have been reluctant to replace horses by 
tractors, first, because many of them take it for granted that a farmer 
has to have a horse anyway, and, second, because effective use of 
tractors, especially in small-holders’ or hilly areas, is often possible only 
on a co-operative basis, which is at odds with their deeply ingrained 
individualism, Elsewhere, traditional standards of living or of group 
stratification, the inelastic efficiency of labor, or rigid habits of spend- 
ing and saving have turned out to prevent any easy change in economic 
methods, 

Generally, therefore, cultural and group attitudes toward change 
constitute the crucial problem of economic reform. Admission of this 
fact should not be misinterpreted as advocacy of a purely psychological 
treatment of people or groups without any institutional change. Some- 
times such a change almost automatically molds the attitudes of the 
people concerned, but this is rare. Only if an attitudinal change has 
already taken place under the surface, will a new law provide the final 
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shock that will bring the new attitude into the open and make the new 
arrangement work. In the absence of such an attitudinal change, how- 
ever, laws will often remain ineffective. In some instances, an institu- 
tional innovation may anticipate a trend and may thus promote an 
attitudinal change. 

When traditional attitudes are deeply rooted, however, institutional 
programs or changes may fail altogether through disregard of such atti- 
tudes. In the early days of the debate about socialism somebody dis- 
covered one day that there could be no socialism without socialists. In 
a somewhat similar vein, but with converse emphasis, both Werner 
Sombart and Joseph A. Schumpeter suggested later that capitalism 
would die from a withering away of the capitalist spirit. Lags between 
institutions and attitudes do occur, and frequently they have dire con- 
sequences for the groups affected. However, we are mainly concerned 
at this point with those attitudinal changes which may lead to con- 
scious support of needed institutional reforms. In order to overcome 
nostalgic traditions, any kind of economic reform must give people the 
feeling that it is meant and able to help them, that it is not designed 
merely to build up lifeless resources, and that the action of the people 
is the really decisive element of such change. 

This presupposes an attitudinal readiness to listen, to re-examine 
habits and values, to overcome an earlier commitment to social norms 
of a different character, and, more generally, to recognize implicitly the 
historical relativity of institutions and values. In educational terms, this 
is no mean assignment. Both the cultural and the personality factors 
that guide individuals in any given society are seldom conducive to 
such flexibility of mind; even in relatively dynamic societies like ours 
the incidence of rigid personalities is always considerable. 

Wherever economic changes are needed and intended, above all 
they will require effective action upon the leadership groups in the so- 
ciety concerned and, in each group, upon those individuals who pro- 
vide the frame of reference for the others. If and when it is possible to 
unfreeze in their minds the old values, to establish a new level of per- 
ception, and then to stabilize the latter, economic reform will take place 
as a group procedure without arousing any serious resistance. On the 
other hand, it would be hopeless even with the best objective program 
to try “to develop an economics without people and without culture, 
to use Kurt Lewin’s formulation.” An advanced method of drainage or 
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irrigation may meet insurmountable resistance in populations that ob- 
jectively need it very badly, if such a method seems to conflict with 
their assumptions about ancestors or marriage or life after death, or if 
it implies deviation of some individuals from the rest of the community, 
or if it tends to arouse personal insecurities in any other way. But if 
the spiritual leaders of the community can be either persuaded or effec- 
tively replaced in their frame-of-reference function, the same reform 
will find co-operation and perhaps enthusiasm. 


Conclusion 


The third question from the Introduction can now be answered to 
some extent. Most people are agreed in a general way that economic 
conditions and arrangements can stand much improvement even in the 
most prosperous and advanced countries of the world, let alone that 
majority of populations who live in abject poverty, ignorance, and op- 
pression. Specific attitudes toward economic reform, however, are not 
necessarily guided by the objective needs of a person, group, or so- 
ciety, nor is behavior that actually leads in the direction of reform al- 
ways meant to serve such a function. An economic historian has reached 
the following conclusion on this score: “Both history and contemporary 
events indicate that actions which result in economic advance need 
not be motivated by economic goals.” 7 

On the individual level, the configuration of attitudes and beliefs 
concerning socioeconomic conditions, which is summed up in the con- 
cept of ideology, depends largely on personality traits, At the same 
time, the incidence of specific types of personality is greatly influenced 
by the cultural and social environment of the past and present. At first 
sight the fact that a person becomes a conservative, a reformer, an apos- 
tate, or an indifferent seems to be rooted merely in the general structure 
of his personality, Socially seen, however, this structure does not come 
out of nowhere. It results from life experiences, Therefore the incidence 
of a given personality structure mirrors the typical life experiences, 
under prevailing sociocultural conditions, of people of various societies 
and groups: a headhunter, a serf, a knight, an industrial worker, a 
farmer, or a corporation executive, Individual character factors may, 
of course, modify the influence of the group setting. 

Such personality structures, in their social incidence, greatly influ- 
ence the prevailing patterns of either support for economic reform or 
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opposition to it. The programs concerned, of course, usually present 
themselves as purely intellectual systems or as group interests of ob- 
jective validity. Actually we are faced here with a conflict between 
belief systems to which strong emotional involvement is attached by 
most of their supporters. In our period, reform attitudes are more likely 
to center on economic issues than they used to do in the past. The 
reason lies in the crucial and confusing features of a developed indus- 
trial economy, including its lack of transparence and its resulting 
difficulty in inspiring confidence, However, cultural and personality 
factors affect noneconomic types of reform also. 

The central position of economic issues in our period accounts for the 
importance of the kind of mentality toward economic reform that is to 
prevail: a productive reform attitude oriented toward genuine eco- 
nomic improvement or else a destructive revolt attitude in the guise of 
economic programs. Some degree of genuine reform is often implicit 
in the existence and functioning of democratic organizations, as the 
history of some (though not all) labor movements shows. Through its 
own dynamics such a movement may provide its members with a sense 
of belonging and achievement, which changes their entire life experi- 
ence quite aside from improvements in their material situation, which 
the movement may also help to produce. 

On the other hand, unresolved emotional needs of people may foster 
a totalitarian mentality, which essentially reflects excessive personal 
insecurities on a mass scale even though it often rationalizes them into 
economic slogans. Regardless of whether such a totalitarian mentality 
has its starting point and frame of reference in the lower or in the 
middle and upper classes and whether it presents itself in the Com- 
munist, Fascist, or any other shape, its successful spread sooner or later 
spells the death of any genuine movement for economic reform. 

The fact that some types of totalitarianism profess “planning” should 
not confuse anybody, Economic planning, an integrated type of eco- 
nomic reform, need not be totalitarian. Planning of a strictly demo- 
cratic type, however, will raise some new problems of personality and 
motivation. Any democratic planning will stand or fall with its degree of 
Success in selecting nonbureaucratic yet well-organized persons for its 
executive functions and in producing sufficient identification, involve- 
ment, and participation on the part of the population toward the re- 
forms undertaken. 
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Basically, economic reform means a specific type of attitudinal 
change. Such a change will succeed only if it affects the perception 
pattern and value scale of the people, especially through influencing 
their reference groups and spiritual leaders, and sometimes the group 
structure itself as well. This applies, in somewhat different ways, to 
both underdeveloped populations and more advanced ones. 

It is useless to argue whether the chicken or the egg comes first here 
—a change in institutions or a change in attitudes. New institutions are 
short-lived unless they are accompanied by attitudinal change, and the 
latter alone will not assure any lasting reform in the absence of the 
right institutional framework, There may occasionally be a time lag 
between these two aspects of reform, but in the long run only an inte- 
gration of both will produce results. New economic institutions, in par- 
ticular, do not necessarily or immediately produce a new mentality as 
long as other determinants of the latter are not ripe for such a change. 
If and when this is the case, however, institutional innovations may 
hasten the rise of new perception patterns and values. At the same time, 
a new attitude toward economic issues will remain ineffective as long 
as resources, education, or markets are missing that would permit trans- 
lation of the attitude into practice, Institutions and attitudes in the field 
of economics are thus in constant, though sometimes lagging, inter- 
action. Concrete proposals for the application of this principle on the 
policy level are offered in Chapter V, pages 239-240. 

Economists have good reason to feel more humble today than their 
predecessors did some decades ago. It will be good for this discipline to 
realize the basic reason why people have rarely followed its prescrip- 
tions for economic improvement: these prescriptions seldom took the 
attitudinal and emotional dynamics of economic reform into sufficient 
account, thus leaving a vacuum into which totalitarians have some- 
times moved only too easily, 

In order to be realistic, genuine economic reform in a free society 
must involve productive changes in human attitudes and emotions no 
less than in the intellectual equipment. Sometimes, as we have said, 
an attitudinal shift can be greatly facilitated by prior institutional in- 
novations. In other cases, however, it is indispensable to act first upon 
the perception and value scale of reference groups in the population 
concerned. Only after such learning processes have taken place can we 
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expect to carry through an institutional reform effectively, no matter 
how justified it may be from the theorist’s point of view. 

In summary, the existing variety of attitudes toward economic re- 
form, especially in societies with relatively great freedom and responsi- 
bility of the individual, largely reflects differences in perception and 
values. Such differences sometimes, but not always, mirror objective 
“interests” or the class situation.”* Whether a person perceives as the 
most important issue of economics the needs of the common man, 
technological progress, individual initiative, or refinements of theory, 
depends largely on his personality traits. The incidence of the latter, 
as we have said, is greatly influenced by social arrangements of the 
past and present including the encouragement or discouragement of 
nonconformist thinking. 

There is no good reason to assume that most human traits are im- 
mutable and that economic institutions should be adjusted to them 
once for all, or that economic society reforms itself all the time anyway 
so that meddling can only make things worse. One of the principal 
tasks ahead, therefore, is to channel the emotional needs of people 
into productive attitudes toward reform issues and to help everyone 
distinguish between genuine economic requirements and pseudo- 
economic rationalization of unfulfilled emotional needs. This task is 
especially important for modern man, who lives in a society which is 
both freer and more confusing than were the more rigid societies of the 
past. 

A high incidence of frustrations, insecurities, and fears will make for 
indifference in some cases, harmless but unrealistic rationalizations in 
others, devastating hatreds and totalitarian propensities in still others. 
As long as the course of society remains free, the choice lies between 
these groups and the people with productive orientation—those who 
manage to harness the prevailing frustrations of their period and to 
channel them into genuine reform attitudes. A 

Too often in our period have unrealistic images or destructive 
hatreds been disguised as programs for economic reform. The nine- 
teenth century erred in assuming, to the neglect of the emotional 
problems involved, that economic reform was purely a matter of in- 
tellectual persuasion. The twentieth century is up against pseudo- 
reform attitudes which are guided by emotional needs of a hidden and 
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unresolved nature, to the neglect of indispensable intellectual proc- 
esses, From the preceding discussion emerge certain leads to a pos- 
sible integration of “economic” and “psychological” approaches to 
needed reforms, on the levels of analysis and policy alike. These leads 
are summarized in the final chapter. 


Chapter V 


Summary and Conclusions 


ESSENTIALLY, economic processes represent a specific kind of 
happenings in the human mind, followed up by corresponding actions 
of individuals and groups, with reference mainly to material aims. Any 
interpretation of economic processes as purely technical manipulation of 
lifeless resources misses the point and results in economic ideas which 
have little relevance to social reality. The same applies to any concept of 
economic processes as the implementation of objective laws of a logical 
if not transcendental character, to which human behavior is inexorably 
subjected by outside forces. f 

At the same time, only a fraction of the endless variety of human 
personality traits, attitudes, motivations, and behavior patterns can 
sensibly be classified as economic—only that fraction which is focused 
on material wants in a broad sense, including current choices among 
possible satisfactions and the institutional framework for efficient 
handling of such choices. The border line is somewhat vague, but it 
exists; color perception or psychosomatics, for instance, ordinarily have 
little connection on the social scale with savings or investment behavior, 
though there may be important points of contact in a specific individual. 

Psychology cannot, of course, replace economics as a method of 
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understanding material processes in society, and any such aspiration 
on the part of the psychological discipline would lead the social 
sciences astray. But the economic discipline can afford just as little to 
disregard the explorations of psychology concerning personality, per- 
ception, nonconscious processes, and communication. Nor will it do 
for economics to proceed separately and then merely to “apply” the 
finished products of psychological research. 

In other words, a reconstruction of economics—which is badly 
needed—should at all times integrate psychological approaches with 
its own, without ever allowing itself to be absorbed or replaced by 
psychology. Economics should give up any attempt either to do without 
psychology or to develop an armchair psychology of its own without 
reference to human reality as it emerges from the empirical research of 
psychologists, In utilizing psychological approaches continuously in the 
exploration of economic processes, due allowance should be made at all 
times for cultural variables, which influence the prevailing patterns of 
personality, attitudes, motives, and behavior in each historical society. 
Similar considerations, of course, apply to the general need for con- 
tinuous integration of economic research with that of anthropology, 
sociology, political science, and econometrics, 

With these principles in mind, the results of the preceding investiga- 
tion may be summarized as follows, in an inevitably diluted way: 


I. Busness Activiry EXPRESSES EMOTIONAL FACTORS THAT UNDER- 
LIE THE Overt DRIVE FOR Prorrr 


1. Far from representing timeless traits of human nature or a normal 
approach to economic situations, the business mentality in the con- 
temporary American sense is a distinctly limited phenomenon in 
historical and geographical terms alike. Even in North America this 
mentality is still new and by no means universal, and in many parts of 
the world it is nonexistent, European capitalism, older than its counter- 
part in America, is more exclusive, tradition-bound, restrictionist, and 
exploitive than the latter, 

2. Business today ranges all the way from small owner-manager 
firms to the professionalized management of large corporations, The 
attitudes, motives, behavior patterns, and personality requirements of 
business vary accordingly. Although the little grocer, the farmer, and 
the A. and P, management all meet in the same market, they do so with 
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different psychological propensities. This applies especially to long- 
term aspects of profit orientation, to security aims, and to expansion 
interests. 

3. While expected profit is usually the most immediate and 
conscious incentive for business activity, it is not necessarily the ulti- 
mate determinant of such activity in the psychological sense. This 
appears to be true at least above a certain minimum of family income 
and assets, From that point on, profit making serves largely the purpose 
of self-assertion and status wherever profit or money are culturally con- 
sidered an important standard of success or a safeguard of security. In 
large corporations in our society, executives pursue profit in a pro- 
fessionalized way mainly for their company, not for themselves; but 
there, too, the desire for continuity of production, financial stability, or 
expansion is often more influential than a striving for immediate and 
definite profit, though long-range aims of profit may be involved in a 
more general way. 

4. Specific traits of personality including those acquired through 
family background and early learning, rather than mere accident or 
luck, are decisive in determining who goes into business and who makes 
a success of it under given economic conditions. The traits that are 
conducive to doing business and succeeding in it vary according to the 
culture and socioeconomic situation, Vanderbilt and Morgan might 
have remained unknown or might have failed had they been born 
either abroad or fifty years earlier or later in America. Specifically, 
paternal attitudes, creative urge, aggressiveness, or acceptance needs 
transformed into salesmanship may lead to business success in one 
society, period, or assignment, but to failure in another. 

5. Economic competition, far from representing a universal pro- 
pensity of man, merely expresses one kind of self-assertive need—a need 
which varies greatly in its intensity, forms, and manifestations accord- 
ing to the cultural value scale, group standard, and personality con- 
cerned. Some societies encourage competition outside the economic 
sphere, or find noncompetitive outlets for aggressive drives. Our own 
society is characterized by a network of economic rivalries—often but 
not always expressed in market competition—but even here social and 
ethical standards have constantly been changing. 

6. The actual conduct of business in our society is greatly influenced 
by factors that underlie the overt desire for profit and money, and 
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sometimes by factors that are at odds with it: personality traits of owners 
or executives, assertive and security needs, traditions, habits, myths, 
symbols. This applies, especially, to many decisions on industrial loca- 
tion, investment, pricing, and labor relations, Such factors, of course, 
are often rationalized into profit considerations. The Opposite process 
also occurs but is likely to remain closer to the surface level. 

7. Business attitudes toward the government are often characterized 
by strong emotional influences, especially resentment against the im- 
plied challenge to social leadership by business as a group. A severe 
contradiction thus develops between the frequent cry for public aid 
to specific industries and the attitudinal hostility of business toward 
government action in general—a contradiction which is usually subject 
to extensive rationalizations. In particular, many business groups and 
individuals show an uneasy urge to rationalize pressure-group demands 
into claims of social utility, 

8. The codes of business conduct have been changing historically, 
especially in the United States; long-range considerations and social 
identification and responsibility are more widespread than they were 
half a century ago. Despite the lag of language behind the social facts 
on the part of defenders and critics of business alike, the actual motiva- 
tion of business activity has changed considerably and it has also be- 
come better understood. The identification of business activity with a 
direct drive for short-range profit may further diminish in the future 
without necessarily leading to a reduction of economic efficiency if and 
when other motives for the latter become more influential. 


The period of industrialization, market competition and rivalry, 
financial expansion, and corporate growth has also been a period of 
disastrous depressions, world wars, and inflations, Modern methods of 
production and distribution brought to a rapidly increasing world pop- 
ulation the technological possibility of higher living standards; in North 
America and a few other areas these methods succeeded in raising the 
standards remarkably, Even in Prosperous countries, however, security 
feelings have been greatly impaired by economic and political troubles, 
either actual or feared, Most of the people now alive have grown up in 
an environment that is unstable even when it is prosperous. However 
great may have been ‘the economic successes of modern business 
methods in some countries, no basic feeling of security has followed 
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them in the populations concerned, including the business groups them- 
selves. 


Il. INSTABILITY IN ECONOMIC AND SOCIAL LIFE INFLUENCES THE INCI- 
DENCE OF PERSONAL INSECURITIES 


1. The development of modern industry and business forms has 
greatly increased the technological efficiency and living standards in 
some parts of the world, but only at the price of manifold instability 
in economic and social life. The competitive process as such, the 
business cycle, the threat of unemployment, swings from deflation to 
inflation and vice versa, housing shortages, the growing problem of 
old-age groups, the socioeconomic effect of scientific and technological 
innovations, and the impact of industrialized warfare long before any 
actual outbreak of military hostilities have all combined to produce a 
general condition of instability in society, expecially in economic 
affairs. 

2. The atmosphere of confidence, which modern production and 
marketing require in order to reach full efficiency, is thus constantly 
disturbed by the instability of basic economic processes. Such a dis- 
turbance may either take place directly and consciously or it may be 
effective below the surface level of personality. It varies in its forms 
according to the social group concerned without ever being completely 
absent in our period. 

8. The concurrent frequency of personal insecurities has been 
striking even allowing for the fact that they are often difficult to 
measure or to trace. The most conspicuous forms or manifestations of 
such insecurities are neuroses; some psychosomatic disturbances; sui- 
cides; some types of alcoholism, drug addiction, crime, accidents; 
family disruption including divorces; excessive job mobility; and, last 
but not least, the wide appeal of quacks, especially totalitarian-minded 
agitators, 

4. Some widespread insecurities are the result of specific childhood 
experiences which have entered into the personality formation of many 
individuals. This includes experiences that were due to the socio- 
economic instability which prevailed during the formative period of 
these individuals. In particular, family disruption due to unemploy- 
ment or runaway inflation, or loss of parental prestige in the wake of 
economic failure, may affect deeply the personality formation of a child 
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even though such effects may not come out into the open until much 
later. 

5. A general atmosphere of insecurity affects every group in society, 
though the upper classes are affected by it in different ways than the 
lower. The latter suffer mainly from the lack of a reliable financial basis 
for family life and from their unsatisfactory status in society; the 
former may be bothered by collective guilt feelings with reference 
either to their responsibility for running the society or to religious and 
moral codes, 

6. Conformity requirements, either overt or implicit, which char- 
acterize many societies assume a confusing and disturbing effect in a 
society which is officially pledged to freedom of individual initiative 
and intellectual choice. The expectation by such a society of voluntary 
internalized conformity on the part of the individual—far beyond the 
indispensable phase of his initial socialization during childhood—thus 
contributes to the rise of personal insecurities, 

7. Value conflicts between the requirements of economic competi- 
tion or rivalry and the codes of religion or ethics contribute greatly to 
personal insecurity. This dilemma is exemplified by the frequency of 
ambivalent attitudes toward money—attitudes which are character- 
ized by glorification and guilt feelings at the same time. 

8. Far-reaching interaction between socioeconomic instability and 
personal insecurity is thus indicated by impressive if scattered and 
incomplete evidence. Socioeconomic instability tends to breed a wide 
incidence of personal insecurities, either directly or through its ulti- 
mate effects upon personality formation; and such insecurities may 
then backfire upon economic and social attitudes and behavior, thus 
making economic society even more unstable. 


In the past, economic reform has been associated mainly with insti- 
tutional change, Our investigation of that fateful interaction between 
instability and insecurity indicates that an integrated action upon both 
existing institutions and prevailing attitudes is required in order to 
make any intended reform effective and durable, 


III. Economic Rerorm Means ÅTTITUDINAL CHANGE 


1. The attitude of an individual toward given economic institutions, 
and toward any alternatives to them, is part of his general ideology; the 
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latter, in turn, reflects essential traits of his personality. At the same 
time, the incidence of specific personality types—and thereby, ideolo- 
gies and economic ideas—is greatly influenced by the cultural, socio- 
economic, and group setting. In our period the decisive difference in 
socioeconomic attitudes is the prevalence of either totalitarian or demo- 
cratic traits in the existing types of personality. 

2. Whether an individual is basically conservative, reform-minded, 
or indifferent depends on his degree of independence or conformity in 
relation to the prevailing ideology of his family environment during 
childhood and to his cultural and group setting. In our society such 
basic attitudes are likely to be focused on economic ideas because of 
the central position of economic happenings in our period. 

8. The economic ideas of a person thus represent part of a belief 
system which reflects his total personality. When contrasting economic 
ideas are confronted, therefore, this conflict seldom takes place on the 
intellectual level alone; usually it involves strong emotions. These 
emotional traits of economic arguments, however, often remain below 
the conscious level, and intricate rationalization processes are frequent 
in such debates, 

4. Among the persons whose belief systems and basic attitudes appear 
to favor extensive economic change, the decisive difference is that be- 
tween productive and destructive orientation, between reform and 
revolt. Genuine reform attitudes emphasize concrete and realizable 
goals; a revolt attitude, on the other hand, is basically (though often 
unconsciously) directed against everything and everybody, especially 
the rebel’s own self. The real yardstick is not in institutional programs 
but in attitudinal traits. 

5. In labor movements, both types of basic attitude have been 
known to exist, and the conflicts among and within labor organizations 
in various countries, especially those of Europe, have largely reflected 
this attitudinal difference between reform and revolt. In both cases, it is 
true, organization as such has often raised the worker's feelings of 
belonging and self-assertion and has thus in a sense meant economic 
reform. In the United States the labor movement has traditionally 
disavowed any reform aims on the conscious level but has actually pro- 
moted far-reaching changes of an economic and psychological char- 
acter, both among its members and in the national economy. 

6. Totalitarian mentalities of both the left-wing and right-wing 
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varieties have often used pseudo-labor or pseudo-reform slogans in 
order to rationalize deeper emotional needs—needs for an all- 
embracing, exclusive creed which would relieve those affected of other- 
wise unbearable fears and insecurities. Although the totalitarian 
mentality of today tends to appear in the guise of programs for eco- 
nomic reform, it actually represents a substitute religion of a primitive 
and barbaric type. This applies equally to Communist and anti-Com- 
munist (or ex-Communist) types of totalitarian mentalities, They are all 
closely related to each other psychologically despite important differ- 
ences in their social roots and despite violent quarrels on the verbal 
level. An essential task of our generation is to replace totalitarian pro- 
pensities of all kinds by genuine striving for needed reforms. 

7. Historically some types of economic planning have been connected 
with totalitarianism, but other types are compatible with democratic 
institutions. In all cases, however, economic planning involves distinct 
problems of personality, motivation, and incentives—not merely insti- 
tutional adjustments, This is true regardless of the degree of private 
ownership that is preserved. Economic planning differs from other 
types of reform in that it attempts to integrate new measures with one 
another and with existing institutions, If such planning is to be both 
democratic and realistic, it presupposes planners and policies that 
constantly take into account the cultural traits, attitudes, motives, and 
community patterns of the population affected. The actual selection 
of such executive personnel, however, will depend on the political 
groups in power and the social forces behind them. 

8. Generally, any kind of intentional economic change must be 
based on awareness of the prevailing value scales, perception patterns, 
and motivational processes in order to promise success. This applies 
especially to that great assignment of our period, the economic prog- 
ress of underdeveloped areas. It is no less true of other fields of interna- 
tional aid. No one prescription for economic development is applicable 
to every culture and population group, and the greatest improvements 
in technology may do more harm than good unless they are accom- 
panied by understanding action upon the attitudes and motive patterns. 


What does this investigation add up to? Not by any means to a gen- 
eral theory of economic psychology, The intellectual aspiration of this 
book is far less ambitious. Not only have essential areas of this new 


Summary and Conclusions 237 


discipline unavoidably been omitted from the discussion altogether— 
industrial relations and consumer motivation, for instance—but the 
author feels no more ready to present any such theory than do most 
other researchers right now. He is also uncertain whether the disciplines 
concerned have cleared the way toward it sufficiently at this juncture. 

In particular, no attempt can be made here to decide the respective 
merits of the various approaches to psychology, or to integrate these 
approaches. At this point several schools of psychological thought can 
make important contributions to the understanding of economic 
processes: the Gestalt psychology through its concept of a psychological 
“field,” its perception studies, and its level-of-aspiration theory; analytic 
psychology through its exploration of unconscious factors and rational- 
izations, of the range and meaning of “irrational” behavior, and of the 
impact of early childhood experiences upon personality; biopsychology 
through the elaboration of psychophysical connections, especially the 
effect of physical conditions (such as nutrition) upon the human mind. 

Despite the methodological limitations mentioned, some conclusions 
and suggestions on essential tasks of economic psychology may be 
ventured in the interest of further research and analysis. The essential 
principle indicates, above all, that fundamentally human beings do not 
function differently in their economic roles than they do in other life 
situations. Their economic actions under objective conditions are 
guided by the general drives of man supplemented by the specific traits 
of their own personalities. The incidence of specific personality types 
in a given society is interconnected with the pattern of perception and 
values, the education process, and the economic institutions of that 
society. Analytic isolation of “economic” behavior can be a useful device 
only as long as it is not at odds with known psychodynamic traits of 
man, and as it avoids unhistorical generalizations to the neglect of the 
cultural, institutional, and psychological diversity that has characterized 
people and societies. 

The kind of generalizations that economic analysis can hope to 
develop with fruitful results concerns human action in one kind of 
situations—those involving decisions on material factors mainly. In 
other words, it is the type of situation that distinguishes economic 
actions from other actions, not the basic psychodynamics underlying 
individual or group actions in general, In addition, economic analysis 
can elaborate through logical deduction a set of normative rules that 
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should be applied if and when people desire to stress material goals of 
action. To this extent there is room for economic analysis as a discipline 
of its own; but such analysis should supplement psychological theory, 
not try to supersede or disregard it. 

In Western societies it has often been assumed that the ordinary 
market behavior of people and, especially, the regular profit orientation 
of businessmen represent a fairly close approximation to the conven- 
tional “rationality” postulates of economic theory. Any such assumption 
now looks extremely dubious in the light of psychological evidence. 
Every person on the contemporary economic scene—the owner man- 
ager, the corporation executive, the farmer, the worker, the union officer, 
the consumer, the saver, the investor—now emerges as an extremely com- 
plex figure whose attitudes, motives, and behavior vary from culture 
to culture, from society to society, from period to period, and from in- 
dividual to individual. 

Every one of the groups listed is deeply affected—not necessarily in 
the same way—by the socioeconomic instability that characterizes our 
period and by the high incidence of personal insecurities that goes 
with it. The reactions of individuals and groups to a given economic 
situation (for example, to consumer prices, the labor market, or in- 
vestment opportunities) are thus greatly influenced by underlying 
factors of economic instability and personal insecurity and not merely 
by considerations of profit orientation or financial gain, though the 
latter influences are more likely than the former to stand out on the 
conscious level. 

It is a vital assignment of reform in our period to help break the 
vicious circle of socioeconomic instability and personal insecurity, and 
generally to bring the market processes closer to any norms of efficient 
behavior that economic analysis may offer. This is true even of coun- 
tries that have managed to keep improving their productive and dis- 
tributive efficiency with the help of natural wealth and resourceful 
initiative. It is a thousand times more true of that great majority of 
countries which, with archaic tools, have been trying to support an 
ever-growing population under the constant shadow of hunger, disease, 
and war. 

Certain policy implications emerge from the preceding analysis of 
vital psychological aspects of contemporary economic life. In order to 
promise success, genuine economic reform in most Western societies 
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today needs to combine the following institutional and attitudinal 
factors, with local variations according to culture, history, social struc- 
ture, and resources: 

Living standards which—despite inevitable differences according 
to productivity levels and cultural standards—always bear a clean-cut 
relationship to contemporary advances in technology and managerial 
organization, thus holding out hope for families in every population 
group of a desirable future for their children. 

Facilities for health and education which suffice to establish the 
necessary framework for an ever rising productivity and, at the same 
time, to increase both the life space and the life energy of the people. 

A real home for everybody or, at least, concrete hope for it as a 
result of housing policies which provide safe tenure and encourage the 
fecling of either being settled or of finding a desirable home whenever 
moving should be necessary. 

Economic stability to the extent of making people feel safe from 
any uncontrollable threat of runaway depressions or inflations, from 
bankruptcy waves, mass unemployment, or extreme poverty. Such 
provisions would include public and private policies designed to 
cushion business cycles; adequate social-security legislation; safeguards 
of minimum real income; and a declared responsibility of organized 
society to prevent excessive fluctuations in economic activity. 

An atmosphere of equal opportunity, social mobility, and attention 
for individual initiative regardless of an individual’s origin or status. 

Diversity of recognized incentives for economic efficiency including 
pecuniary rewards and social recognition along with an appeal to 
personal satisfaction from worth-while work well done. 

Conception of property as one tool of personal satisfaction among 
many, not as self-purpose. 

Recognition of competition through actual performance as a valid 
method of self-assertion, in contrast to the kind of rivalry that aims at 
monopolistic exclusion of others. 

Interpretation of occupational choice and activity as a way of life 
and function in society, not as an undesirable burden, even though the 
range of choices and activities is inevitably narrower for some persons 
than for others, 

Opportunity for enjoyment of work by most people resulting from 
real assurance regarding the specific social function and value of their 
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contribution—not from mere rationalizations—along with sensible and 
satisfying patterns of leisure. 

An old-age way of life which combines lessened material strain with 
continued voluntary activity and feelings of social utility. 

Encouragement of co-operation on various levels of community life 
as a means of meeting people’s needs for acceptance, status, and a feel- 
ing of belonging. ; 

Technology harnessed to serve clearly human progress and happiness, 
not dark uncontrollable destruction. 

Mobilization of warlike national energies and social coherence for 
peacetime goals; elimination of images of external threat as the only 
cement of national unity. 

Feeling of co-responsibility for the well-being of other nations along 
with respect for the culture and history of each of them. 


A great amount of research will be required to work out the specific 
features of reforms that are psychologically suitable for the various 
populations which need them as soon as possible. Many more studies 
will be necessary in order to put the policy decisions and reforms of 
the future—especially those of international impact—on a firmer basis 
of psychoeconomic analysis than is available to our generation. A hope- 
ful beginning toward such analysis has been made by the investiga- 
tions of the Survey Research Center and some other institutions in such 
areas as the behavior of consumers, savers, and investors in contempo- 
rary American society. There is additional need for data and analyses 
which will be applicable to other populations over time and space, and 
which will thus permit broader generalizations than are possible today. 
Specifically, the following assignments, in addition to the tasks that 
were discussed in the preceding chapters (namely, research in business 
motivation, in the interaction between economic instability and per- 
sonal insecurity, and in the psychological aspects of economic reform), 
await research in economic psychology during the years to come. 

a. The business cycle: What kind of fluctuation? The economic 
processes of shrinkage and expansion that go with cyclical fluctuations 
have now been subjected to minute research. It has brought out the 
great diversity of events that combine to form what looks to the post-hoc 
observer like cycles even though no two of them really resemble one 
another very much, Little reliable information, however, is available 
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on the psychic processes that go with each of these fluctuations and 
that conceivably might be at the root of the whole historical phenom- 
enon of business cycles, 

What happens in the mind of investors and traders in the course ofa 
stock-market panic? To what extent do such reactions (and optimistic 
or pessimistic expectations in general) mirror objective economic con- 
ditions such as a previous decline in industrial orders or a rise in in- 
ventories? Under what psychological conditions has the spread of such 
information an upsetting effect? In what concrete ways do rumors affect 
the markets, and what, in general, is the mechanism of communication 
in business life during cyclical turning points? 

What makes investors and consumers, en masse, change their per- 
ception of the economic situation, and how much of a shock effect is 
required for such an attitudinal change? We cannot take it for granted 
that objective information alone is the basis of such shifts. What is the 
mechanism of fluctuations in “confidence” and what goes on in the 
minds of those affected by changes in it? What is the role of personality 
variables and cultural differences in these processes? To what extent 
does the great incidence of personal insecurities backfire upon economic 
life, thus increasing its propensity to fluctuate? In what ways does 
government action exert a stabilizing effect, not only directly through its 
financial effects but by providing a new framework for expectations 
and, perhaps, a feeling of paternal protection? What attitudinal changes 
concerning the economic role of the government have occurred in 
various populations as a result of the Great Depression, war-born in- 
flation, or new means of public information and communication? Some 
spadework has been done on many of these questions, but it awaits 
supplementation and integration. 

b. Consumer motivation and behavior. This field has been studied in 
considerable detail, especially in the annual Surveys of Consumer 
Finances. There is much room, however, for research in additional 
directions, This applies, especially, to cultural variations in consumer 
preferences, which may lead to greater expenditures on food, for ex- 
ample, in one country and on housing elsewhere, despite similar in- 
come structures. The relative intensity of consumer wants, and the 
attitudinal roots of shifts in consumer preferences are likewise an im- 
portant object of investigation in the interest of a foolproof theory of 
consumption, 
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The symbolic meaning of specific commodities to individuals, groups 
(for example, immigrants or religious minorities), or entire popula- 
tions has seldom been explored systematically. There is also the entire 
area of group standards, role expectations, and status needs as they 
apply to consumption patterns. This includes the actual range of con- 
spicuous consumption and of ascetic attitudes in various populations 
and groups. Finally, the psychological influence upon consumption 
patterns of the historical increase both in leisure time and in life ex- 
pectation in many countries awaits specific research. 

c. Farmer versus peasant. It is widely known that the North Ameri- 
can farmer differs in his economic behavior from the European or 
Asian peasant; the farmer is less tradition-bound, more businesslike, 
more market-minded. However, the attitudinal and motivational proc- 
esses in each case need detailed investigation. In particular, land yields 
and farm prices do not “behave” according to rigid laws; it is people 
who behave in certain ways, and not necessarily in the same way under 
all conditions. 

What is the emotional and symbolic meaning of land tenure in 
various rural populations? In what ways does this meaning influence the 
real-estate business, mortgages, inheritance, mobility, and occupational 
change from agriculture to industry or vice versa? Is the strong psy- 
chological and, thereby, political position of agrarian blocks in various 
countries due in any degree to the emotional (as well as the physical) 
connotations of food? To what extent is the mentality of either peasants 
or farmers, under varying cultural conditions, similar to that of business- 
men and to what extent are they guided by a consumer mentality? All 
these questions await full investigation even though much scattered 
material is available. 

d. Labor attitudes and types of labor movements. It is now widely 
recognized that earnings are not the only incentive to work—at least, 
to effective work. However, the exact relationship of work incentives 
to the income level, assets, and standard of living, to group norms and 
cultural value systems remains to be explored, Is there anything ap- 
proaching Veblen’s “instinct of workmanship,” and if so, under what 
sociocultural and psychological conditions does it exist? 

The psychic effects of prolonged unemployment have been examined 
to some extent, but here, too, there is need for further research. The 
area of studies in industrial morale and productivity now commands an 
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impressive literature; at this point, however, most of it is on a company 
scale, rather than on the level of a general theory. Clinical psychology 
and psychotherapy can contribute much to research on the impact upon 
the labor market of work compulsions, occupational neuroses, and 
emotional inability to work for money. 

The psychological patterns of the labor movement in various coun- 
tries have not yet been explored adequately, though there is a huge 
literature on specific aspects of labor organization. Labor movements 
range all the way from those with a pressure-group mentality and short- 
run emphasis to those with a missionary attitude of social revolution. 
In both extremes—and in the various intermediate forms—the overt aims 
usually offer a very incomplete picture of the actual psychodynamics 
of the movement. Group solidarity, organization as a self-purpose—in 
helping many individuals who need self-assertion and status—and 
personality factors in labor leadership likewise can stand much further 
research, 

e. The psychology of international economic relations. The conspicu- 
ous failure of the industrial age to achieve an international division of 
labor, the breakdown of hopes for free trade and exchange, and the 
tenacity of protectionism nearly everywhere can no longer be attributed 
merely to the aftereffects of wars or to the intellectual inability of 
people to learn the teachings of nineteenth-century economists. Re- 
search is needed on the emotional elements that are implicit in tariffs, 
the paternalistic factors in protectionism, and the monetary specula- 
tion process insofar as it appraises the value of foreign exchange on the 
basis of general hopes or fears. These research needs apply especially to 
the behavior of individuals and groups toward domestic goods and 
services compared with those of foreign origin. Some nations are more 
willing to give their products away for nothing than to accept foreign 
products in return, Economic analysis of such experiences badly needs 
integration with sociopsychological approaches. 

Such integration is of particular importance in the entire field of 
studies concerned with the economic advancement of underdeveloped 
areas. Experiences with a purely technical approach to this problem 
have not been very encouraging. The best machines, seeds, chemicals, 
or information are ineffective if they are used in the wrong way (or not 
at all) once they have been supplied; in other words, if the motivation 
and perceptual readiness to learn their proper use are missing, or 
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if such use seems to conflict with traditional values of the population 
concerned, In order to promise success, action for economic develop- 
ment requires applied knowledge of social norms, group dynamics, and 
cultural processes. 


In each area of research, economic analysis should continuously 
utilize psychological methods and findings on the formation and types 
of personality, on patterns of perception and the “field” in which the 
latter operates, on attitudes and motive patterns, on levels of aspiration, 
on the types and processes of decision making, on rationalizations, on 
the impact of unconscious factors upon behavior, and on the range and 
exact meaning of nonrational influences in facing economic situations. 

Aside from the contributions that psychological approaches as such 
can make, several related disciplines in the social sciences should also 
be continuously consulted by economists in their search for an under- 
standing of actual economic processes. Sociology and the intermediate 
discipline of social psychology have explored rather widely the area 
of social norms and group dynamics without as yet applying such find- 
ings or methods to the economic field in any large degree. To mention 
one important example, the effect of political and ideological pressures 
upon economic decisions cannot be fully understood without such 
approaches. Cultural anthropology now uses psychological or psycho- 
analytic methods on a considerable scale; anthropology can thus help 
to put economic research into proper perspective by illuminating the 
types and differences of reality systems, projective processes, and value 
scales in various populations, This will help to prevent new attacks 
of the hidden ethnocentrism which has been so frequent in the history 
of economic thought. Finally, econometrics can be utilized in determin- 
ing the extent to which behavior in economic situations, with its under- 
lying attitudes and motives, can be measured and quantified. 

All this admittedly is a big order. To carry it out will require a far- 
reaching re-examination of the entire approach to economic research 
that has prevailed in recent decades, But such an integration of eco- 
nomics with psychology and related disciplines is well worth the ef- 
fort. It will help to make economics a more realistic and socially useful 
discipline than it has been in the past. It will increase greatly the con- 
tribution of economics to the understanding of man and his society, 
in the interest of continuous improvement in the condition of both. 


Appendix I 


Employee Perception of 
Management Compared with 


Managerial Job Satisfaction 


THE following data came from a comparative study of the atti- 
tudes of workers, stewards, and foremen in an important industrial 
corporation. The study was made by the Survey Research Center, Uni- 
versity of Michigan. Obviously data confined to one period and one 
company—in this case, one with a good record in industrial relations— 


TABLE I, A. Workers’ OPINIONS OF MANAGEMENT'S Arms 
“What are the things management wants most?” (First things mentioned) 
_ eee ee 


ross section 
Foremen Stewards Gross 


of workers 
Profits or more money, in an unreason- 
able degree 2% 6% 4% 
Production or more profit, in a reasonable 
degree 49 65 62 
Quality product 18 7 6 


Harmony among men; employee satis- 

faction; good relations between union 

and management 8 2 5 
Efficiency; less manpower; lower pro- 

duction costs (without implication of 


unfairness) 81 13 a 
More work, fewer men (with implica- 
tion of unfairness) 1 5 : 
Not ascertained Aa ge cae ; 
100% 100% 100% 
Number of cases.. OSG SS 
245 
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TABLE I, B. Reasons FOR LIKING TO WORK FOR THE COMPANY 


“What is there about working for this company that you like?” 


Cross section of workers 
First Second Third Reasons 
reasons reasons reasons given most 


mentioned mentioned mentioned emphasis 


Security 3% 4% 2% 2 
Material satisfactions (wages, 


etc.) 43 15 6 16 
Working conditions ll 18 6 12 
Job-performance satisfactions 2 2 2 2 
Mobility or status satisfactions 2 IA 1 1 
Confidence inmanagement® 20 15 12 26 
Satisfaction with personal re- 

lationships 5 10 11 6 
Likes to stay where he is il 2 — 1 
Satisfaction with supervision 

(as distinguished from 

management) 4 7 7 8 
Union-management relation- 

ships if 10 if 7 
Emphasis of several catego- 

ries — — — 17 
Not ascertained 2 16 46 T 

100% 100% 100% 100% 
Number of cases 462 462 462 462 


_° The following statements exemplify the kind of factors that were considered, 
either positively or Hi nial with respect to confidence in management: 
ell, the industrial relations have always been decent. . . . The company gives 
you fair treatment... . A good job—well, a good job is one where you get decent 
pay and where ie have a good place to work... . Having people treat you 
decent and not having too much work to do. I don't mean not doing an honest 
day’s work. I mean not being pushed all the time,” 

Thave pg eae treated real well since I have been in the company. Some time 
ago, I used to be on a production job. Well, one day I injured my hand. . . . Be- 
cause of that the company put me on this inspection job and they have always 
pee me real well, . . | I think they are fair to all the employees in every re- 

“We all seem to get along, management and labor. . . . It’s a nice place. It’s 


clean and sanitary. . . . The company has an interest in the men and wants the men 
to continue on with them.” 
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TABLE I, C. Reasons For Nor Lixinc To Work ror THis Company 
“What is there about working for this company that you don’t like?” 


SS esas 


Lack of security 4% 
Material dissatisfactions (wages, etc.) 2 
Working conditions 22 
Job-performance dissatisfactions 3 
Mobility or status dissatisfactions uf 
Lack of confidence in management 3 
Dissatisfaction with personal relationships 4 
Dissatisfaction with supervision 
(as distinguished from management) 3 
Union-management relationships 1 
Not ascertained 57 
100% 
Number of cases 462 


OT Ol CO ee 


Taste I, D. Emproyers’ Ineas or Ways THEY CouLD HELP COMPANY 


“If this company got into a bad position, what do you think you or the men 
could do to help out?” (First things mentioned) 


Foremen Stewards pera 

Work without pay; sacrifice week’s wages 5% 4% 4% 
Take a cut in wages 52 55 45 
Lend money to the company 8 8 14 
Produce more; work harder 16 7 6 
Be more efficient; decrease scrap and waste 5 1 1 
Ask for no more raises 1 ay l 
Co-operation; working together 8 9 4 
Help sell the product “hes $ í 
Would not help out 1 a : 
Could not help out 2 4 u 
Don’t know; have no idea 2 8 p 
Not ascertained 5 5 ee 


Number of cases 853 333 462 


TABLE I, E. EVALUATION BY Workers OF DEGREE TO WHICH THE 
Workers IN GENERAL Woutp ACTUALLY HELP 


Cross section 
Foremen Stewards 


of workers 

Most would 22% 23% 17% 
Many would 49 49 43 
Some would while others would not 10 9 10 
Many would not 8 2 2 
Most would not 2 2 2 
Don’t know 5 2 10 
Not ascertained 9 13 16 

100% 100% 100% 
Number of cases 853 833 462 


TABLE I, F. Decree ro Wuicu THE ResponpENT HimseLr Woutp HELP 
ee 


Cross section 
Foremen Stewards 


of workers 

Emphatically 27% 23% 19% 
Moderately 59 55 50 
Conditionally 8 4 8 
Would not help 1 1 3 
Does not know 1 2 8 
Not ascertained 9 15 17 

100% 100% 100% 
Number of cases 353 833 462 


TABLE I, G. Reasons Wuy THE RESPONDENT Woutp HELP 


Cross section 
Foremen Stewards 


of workers 
Duty; obligation; loyalty 5% 1% 4% 
Reciprocity for company help 2 4 5 
Dependence upon the company for 
livelihood 18 24 22 
Did it in the past, would do it again 16 14 7 
Conformity with everyone else — _ 1 
Would not help 1 1 3 
Does not know — 1 2 
Not ascertained 58 55 56 
100% 100% 100% 
Number of cases 353 333 462 
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TABLE I, H. ATTITUDE TOWARD COMPANY, IN RELATION TO ITs PERCEIVED 
INTEREST AND EFFORT IN PROMOTING THE MEN’S WELFARE ° 


Cross section 
Stewards of workers 

Strong approval: company is genuinely interested in 

men’s welfare 10% 18% 
Approval; company is somewhat interested in the 

men’s welfare 45 50 
Neutral or pro-con: company does not care one way 

or the other 82 26 
Disapproval: company frustrates men’s efforts to im- 

prove their position 11 5 
Strong disapproval: company has prevented men 

from achieving their goals 1 os 
Not ascertained 1 6 

“100% 100% 

Number of cases 333 462 


° Over-all code based on whole interview. 


TABLE I, I. EMPLOYEES’ IpENTIFICATION OF TOP MANAGEMENT 
“Of whom do you think when you say top management?” ° 
Cross section 


Foremen Stewards of workers 
eM re Se a eee 


Foreman 2% 2% 3% 
General foreman 8 a Z 
Plant superintendent 30 g n 
General superintendent (general manager) 25 19 i 
Vice-president 23 z 15 
Industrial relations manager 5 8 T 
President 8 17 s9 
Board of directors or stockholders = 1 9 
Don’t know : : 
Not ascertained Ax Sel 2 
100% 100% 100% 
Number of cases 353 333 = 


° Coded lowest position mentioned. # Not on foreman and steward codes. 
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cannot be expected to offer conclusive quantitative evidence for the gen- 
eral trend of attitudes. It is believed, however, that these data are of 
illustrative and suggestive value in understanding the worker’s image 
of corporate management in our period as distinguished from older 
paternalistic assumptions. j 

Close to two-thirds of the workers and stewards and one-half of the 
foremen perceive production in association with moderate profit as the 
thing management wants most; efficiency ranks next. A very small 
sample thinks of the prime goal of management in this company as 
being either profiteering or an antiunion drive. Both foremen and 
stewards have a feeling of participation in decision making in some 
degree. The overwhelming majority of the personnel like to work for 
this particular company; next to material satisfactions, “confidence in 
management” is the reason most frequently given first and it leads in 
emphasis given. A considerable degree (if of moderate intensity) of 
identification with the company is shown in the answers to those ques- 
tions which posit a hypothetical poor position for this firm, but the atti- 
tude toward company profit is largely uncertain or indifferent. This 
company, as was said earlier, has had a good record in industrial rela- 
tions; in the past its management has been anxious to get away from 
outmoded concepts and attitudes. 

In the course of the same survey, almost the entire top management 
of the company was interviewed on a variety of questions related to 
the company and their personal experiences with it. One of the ques- 
tions ran as follows, “If you had your choice of any job in this com- 
pany, what kind of job would you take?” Twenty-five answers were 
received from which the pertinent passages are quoted below: 


Head of the X. branch. That’s the real plum job in this organization. Aside 
from that, the job I've got, with more authority. That sums it up. When I took 
this job, the president said, “You're going to have a lot of responsibility with 
very little authority.” That’s the most difficult kind of a job there is. 


I have said many times there ought to be ways of making a living easier than 
in this job. I don’t know of any, however, that I'd rather have, looking at it 
from a point of satisfaction. I like to work with people. There’s a constant 
challenge and lack of monotony. I have told some college students that any- 
body who wants to be a personnel man or an employee-relations director is 
nuts. If he stays in it, he’s hopeless. From the point of view of physical well- 
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being, other jobs would be better, but when I get away from people, I’m not 
happy.” 


That’s a hard one. I prefer creating a job for myself in a line of employee re- 
lations. . . . Management could give services to employees that are now 
being given by the unions where they are satisfied with people with political 
ambitions. It can be done better by management. 


I don’t really know. I like my job pretty well. There’s a lot of grief to it, but I 
like it pretty well. It’s true of course, I always like the other step up, but I 
wouldn’t change my field. I decided that a long time ago. 


That’s quite a question. To be honest, I don’t think I'm fit for any bigger job. 
No, I’m perfectly satisfied in this job. There’s no other job that would appeal 
to me, Why, I hesitated before I took this one. (Why?) Well, when X and I 
took over last fall I thought it would be a lot harder than it was. Y and Z 
wouldn’t give anybody credit for anything, so I didn’t want it particularly. 
You give all the extra money you make to the government anyways. (Hasn't 
it been as tough as you thought then?) No, and I take a lot of pride in having 
done a good job. 


If the money went along with it, I’d go back to my old job of trouble-shooting. 
In a job like this one, you have to worry too much over the things that other 
people do. You're in a position where you have to worry about men; about 
the union; about the supervisors. You carry quite a lot of responsibility. of 
course, that’s what you're paid for, And while those are the things that make 
a job difficult, they go right along with the job. You've got to take those things 
with everything else. I’m not unhappy about it. I'm perfectly willing to do it, 
but the other job—I had no one to worry about except myself and the techni- 
cal matters that came up. 


Well, I would have to answer in terms of my natural desire to improve. In 
these terms, it would be the industrial relations job or the labor relations job 
if we set them up separately as I've suggested. The reason is that this is 
the field in which I have the most ability, not in the one that I am in now, 
although no one could handle this without having had labor relations ex- 
perience. 


Well, as far as I'm concerned I'm perfectly satisfied with the one I've got. 
That is unless I can go higher in the company. 


I like this job best of all the jobs. This is the best job I've ever had. I've felt 
that way about every job I've had here. 
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Of course, as far as my own job is concerned I’m perfectly happy, perfectly 
satisfied with the job I've got; but if I could set up any job, why, that’s the 
one I want. 


Well, I would say that I would take one that I’m best fitted for and would do 
the company the most good, and that’s the one I’m on right now. 


Well, as for my own individual self, I've got about all right today that I can 
handle. I'm not looking for anything beyond what I’ve got. [Note: At the 
end of the interview this man mentioned that he had undergone an operation; 
he said if it were not for that he might be more ambitious. ] 


Well, I wouldn't want the president's job. Age and length of service has a 
great deal to do with it. I'd rather have a job with less responsibility. I'm 
getting old. I’m over sixty years now. Fifteen or twenty years ago my view- 
point would have been different. 


I'd take the job I've got. I might mention that I've only been on this job since 
about May. I think it’s the best job in the plant. 


Well, that’s a pretty hard question, I prefer supervision, factory work. 


Well, of course, the job paying the biggest return. In industry the supervision 
pays the biggest return, so I’m interested in supervision. 


Well, I'd want to take the one I’m best fitted for, and that’s machine-shop 
work. 


Well, I'm pretty well satisfied with the job that I have. 


Tve had so many now. [Laugh. Repeated question.] Well, everybody is striv- 


ing for a higher level. I’m past that now. I’ve enjoyed manufacturing very 
much, 


Well, I shot for this job, see. If I was ten years younger, I could go quite a 
ways. But I'm retiring in a couple of months. This is the job I've always shot 


for. . . . I've got it. I thought I'd be satisfied with it when I got it, but you’re 
never satisfied, 


I like something different, where you cover a lot of ground, and there’s never 
a dull moment. I'd just as soon stay where I’m at. 


The one I've got. It's my type of work, it’s the sort of thing I like todo. . - - 
I like the presses. I worked around the big presses all my life and I'm not 
happy unless I'm working with them. 


That’s kind of a tough one to ask a man that’s been here such a short time. 
I think the job that I've got is a darned interesting one, and I think that it is 
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well paid. If I wanted anything at all, it would probably be a little higher job 
at the same pay. 


Well, if I was picking out my work, I wouldn't pick out the job I have now. 
I've been with this work seventeen years, . . . They put me in a job and I 
did what they told me to, Iam a good soldier. I have asked to be relieved from 
this job, it’s too much responsibility, too many things to look out after. 'm 
not sure that I am doing this job as well as I might. . . . There are too many 
things to worry about, too much responsibility. Have to worry about every- 
thing. 


It gives me great satisfaction in bringing these things to completion. I like 
to handle men, I like to be able to correct things. To me it’s a great satisfaction 
to head up an organization of this kind. It’s a lot of hard work. But production 
gets in your blood. It’s like the railroad work. Some people go through life 
the way they take a trip and just about make it. My life isn’t like that. That 
would be too monotonous for me. I like to figure things out. 


Appendix II 


Union and Management: 


Mutual Perceptions 


IN this appendix, an account is given of three interviews which 
the author conducted with officers of a large labor union in the manu- 
facturing field, with a view to finding out about their perception of busi- 
ness management today. These interviews are confronted here with 
statements made some time ago by the top-ranking executive of an im- 
portant corporation in the same industry in the course of a survey made 
by the Survey Research Center. Here again, no evidence that would 
permit generalizations could be expected from such limited data, but 
they can claim a certain suggestive interest. 

A. is chiefly engaged in research for his union. Throughout the inter- 
view he keeps emphasizing the importance (qualified by varying situa- 
tions) of what he calls the “ideological motivation” in management. 
He explains that what he means by this term is that management is not 
just looking for profit but is often driven by adherence to a principle. 
As an example he mentions a strike some time ago in one of the major 
corporations; in this case the real issue was the principle of pensions. 
The management accused the union of an intended grab, but it would 
have been cheaper for the management to submit, for the cost of the 
strike to the company in terms of dollars, prestige, and effects on the 
investment market far exceeded what it could hope to gain in the dis- 
pute. This attitude may be partly explained by an intense feud between 
two factions in the management of the company since the death of its 
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founder. When the stocks were dispersed, an intense struggle for per- 
sonal power broke loose between the two factions, each backed up by 
financial interests, and the showdown with the union resulted partly 
from a rationalization of such internal power conflicts within manage- 
ment. Somewhat earlier there had been a costly strike in another major 
company in this field over the principle of wage increase without price 
increase. 

The union, he pointed out, is greatly interested in the human angle 
in management. Not only are some persons far weaker negotiators than 
others, but there are important differences in top personalities among 
the various companies. Below the top level, too, industrial relations 
often depend on the personalities involved and on the latter's ability to 
handle such relations. This factor accounts for the frequent differences 
between two plants of the same company. The situation for the union is 
quite different again in that part of the industry where small craft enter- 
prises prevail and where the union deals chiefly with the staff of the 
trade association concerned. Finally, in at least one major company in 
this field the sequence of generations within the same family has 
brought great changes in management; the son of the autocratic founder 
was his virtual prisoner, and the third generation depends on hired 
executives, who were brought in from the outside and often have some 
outside business interests, too. The period of union busting is over and 
the real showdown today is over national issues such as housing. 

B.’s main union activity is in the educational field. He emphasizes 
that while the union deals with many types of managerial personnel, the 
hired hands in executive management have become more and more 
important. Some of them are not too well paid and have a semipro- 
fessional attitude toward both their company and the union. A switch 
from union to management sometimes occurs in a person's work; it 
is sometimes, but not always, regarded as a betrayal, depending on the 
situation, 

B., like A., pointed out the “ideological” elements in managerial 
attitudes, especially those toward the union. Often such attitudes are 
guided by an abstract principle in which management honestly be- 
lieves. (B. uses the terms “ideological” and “psychological” almost 
interchangeably. ) Specifically, he mentions the inability of many 
managerial persons to accommodate themselves to new ideas, such as 
seniority, and to visualize changing situations. They are also very sensi- 
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tive to any encroachment on their prerogatives; vestiges of the old 
paternalism still exist and are expressed in actions affecting, for in- 
stance, discipline and promotion. Generally, however, the variety of 
motivations among managerial persons is great. 

C. is president of a large local that has had a membership of any- 
where from 5,000 to 14,000 workers at various times; it was nearer the 
upper figure at the time of the interview. The local is almost as old as 
the company concerned, but the founder of the latter had been a 
successful industrialist before he founded the present company. C. feels 
that both the founder and his son, who has direct responsibility for the 
management of this company, have adopted a quasi-benevolent, pater- 
nalistic attitude toward labor, which he characterizes as “kill with 
kindness.” He admits, however, that the management has attempted to 
outdo other companies in co-operating with the union. On crucial issues 
the union deals directly with the vice-president in charge of labor rela- 
tions, and sometimes even with the president or his father, the founder 
of the company. 

From the viewpoint of operation and discipline, C. felt, it would be 
better if the underlings had a voice in shaping such policies, otherwise 
they may undercut the policies in the detailed settlement of grievances, 
for instance, especially when things do not go well. These underlings 
are youngish people in their thirties, who specialize in collective bar- 
gaining or other fields of training. They are all dollar-and-cents people, 
but they vary a good deal, according to their personalities, in their ideas 
on how to get results. Some of them favor social security in order to 
steal the union’s thunder, while others emphasize good publicity or 
slightly higher wages than are paid elsewhere, with prices also some- 
what higher, 

The founder of the company is more of the old business type; he has 
brought in some of his favorites from his other enterprises, but on the 
whole his son runs the company like a polished, trained executive; he is 
an extrovert and likes to be liked. The question of the interviewer 
whether this makes it easier or more desirable for the union officers to 
have social contact with company executives is answered with a definite 
no; labor does not want any such contact. “We are politicians”; union 
members would mistrust the union officers if they got too chummy with 
executives, so they have to keep respectable from the members’ point of 
view. It is true that some (not all) persons among the executives would 


Appendixes 257 


like to have more social contact with the union if they could; their com- 
pany gives them more leeway in this respect than the union gives to its 
officers, C. concludes. 


It is interesting to confront this image of management in the minds 
of three union officials with the attitude of a top-ranking executive of a 
corporation in the same field (not referred to, however, in the preceding 
interviews) which is proud of its better-than-average record in labor 
relations. He points out that high morale among workers is very im- 
portant. One advantage of a company of this size is that it is small 
enough for an intimate contact and relationship, by and large, between 
top management and the working group. He feels that this gives the 
company a real advantage in working with the union. (He mentions 
with considerable pride the emphasis that they had placed in their 
advertising on how frequently both father and son worked for this 
company. ) 

One of the founders of the company established a pattern which has 
had a profound influence on labor relations and on morale even to the 
present time. He was fundamentally a modest man and did not believe 
in benevolent paternalism. He refused to engage in many of the man- 
agement practices typical of his time such as giving parks, hospitals, 
etc., to the workers. He felt that each employee was just as good as he 
was, and he would prefer to deal with them on a man-to-man basis and 
not in any way place them under obligation to him by paternalistic 
practices, 

This treatment of his men as equals, the respondent feels, enabled 
the corporation to avoid strikes. Many of the strikes in industry during 
the last twenty years, the period of union organization, were due to 
resentment by workers of their treatment by paternalistic businessmen. 
Because of the policy of treating men as equals this striving for 
recognition and status was not necessary on the part of the employees 
of this company. 

Another tradition that the founder established was one of being 
fair and even generous with his workers, and this has resulted in making 
the company a favorite employer in its community. 

“You cannot manage by edict.” The only effective way of managing 
people is to present problems to them and discuss these problems with 
them. The way to proceed is to discuss a problem with your staff and 
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to suggest for their consideration some of the approaches that might be 
made to the problem and some of the possible solutions. He likes his 
staff to comment freely on the proposed method of dealing with a prob- 
lem and to contribute suggestions for a final solution. He wants a group 
decision, with the staff members participating. Each person then knows 
what his job is and wants to carry out his part of the total job. Fre- 
quently, in such discussions, members of his staff contribute ideas and 
improve the solution that he had proposed. It is essential to have people 
participate in deciding on a line of action if they are to feel responsible 
for carrying it out. It is only when people participate in deciding on what 
should be done, and participate to such an extent that they feel that 
the decision is fundamentally their own or that they have made an im- 
portant contribution in arriving at it, that a person is motivated to do a 
good job. “You just can’t order a person to do something and expect 
him to do it effectively.” But by letting a man discover this new method 
for himself and come back and sell the top men on it, the new method 
becomes something that he is putting across, and he will do it with en- 
thusiasm when he introduces it. If he were ordered to introduce it, 
however, he would be likely to do everything he could to keep the new 
method from working successfully, 

These give-and-take discussions, during which solutions are devel- 
oped to the day-to-day problems which people face, provide the best 
possible kind of training. Participation in the discussion of prob- 
lems and in lining up the best solution not only motivates appropriately 
the people who have to carry out the solutions but also provides train- 


ing, and this is the best way to develop personnel. People grow by 
struggling with problems. 


Any time I endeavor to make the decisions that my subordinate should make, 
I am taking over his job and whenever I do that, from that time on he is de- 
pendent on me, I would then be doing his job and I can’t do the work of more 
than one person. By making people dependent upon you you don’t build 
them, and you cannot possibly build a successful organization in this way. 
There are two main qualities that this man looks for in executives. 
First, he endeavors to find a person who has the same philosophy of 
management that he has—a person who uses participation to direct and 
motivate the people under him as well as to train them, He would 
avoid a person who has a dictatorial or authoritarian point of view. The 
second qualification he would look for would be technical competence. 
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He endeavors to have each person understand clearly what he is 
responsible for and what he is to do, and he also makes it perfectly clear 
to him that he has complete authority within the area for which he is 
responsible. 

One point he emphasizes is that obedience and discipline are ab- 
solutely essential in any organization if it is to function effectively. 
Even though you encourage participation and discussion, including 
suggestions, it must be understood by all that obedience and discipline 
are a must. In fact, running a company is much like dealing with one’s 
own family. His wife and he made it clear to their children that they 
did not belong to the parents, that they were not something the parents 
owned and could do with as they thought best; rather, they were in- 
dividuals in their own right. The parents tried to make clear why they 
made the requests of them that they made. They were always ready to 
discuss or consider any suggestions that the youngsters had on any prob- 
lem, but once a request was made they expected obedience and would 
not tolerate any breach of discipline. The same type of relation, he 
feels, must exist in any organization or company. In fact, if it were 
necessary in order to maintain obedience and discipline, he would be 
willing to shut down the plant for ninety days to support a foreman who 
issued instructions and was not getting the obedience he should have. 

He personally would much prefer to have a nonunion shop, even 
though he publicly states that he is in favor of unions and though he 
believes that unions are an important institution in the development 
of democracy in the United States. In other words, while he generally 
favors unions in the interest of democracy, he personally nevertheless 
would prefer not to have to deal with and work through unions. The 
reason for his feeling this way is that unions make it much more difficult 
to operate. The company has to be careful in working with the union to 
support the more conservative leadership or it may run into trouble. He 
thinks that a company should be willing to promote to important posi- 
tions in the company union leaders who have demonstrated their 
competence. 


Appendix III 


Personal Factors 


in Industrial Location 


THE following statements, which stress various kinds of personal 
factors in the location of industries, were selected from a survey of 
industrial mobility in Michigan that was undertaken by the Survey 
Research Center in late 1950.* It should be emphasized that this selec- 
tion was made from a total sample that also included a great number 
of purely “economic” reasons. On page 67 it was pointed out that 
rationalizations in both directions should be allowed for, Even so, many 
of the statements quoted seem to have great illustrative value. The 
statements are divided into four groups according to the type of 
personal factor stressed, but some of the statements overlap inevitably. 


1. Family Reasons and Community Belonging 


Our transportation facilities in Michigan are certainly an advantage to every 
manufacturer in the state. . . . Outside of that, though, I'd say we are here 
because we are Michigan people, we like the state, we like living here and we 


are carrying on a tradition. . . . And I hope that someday I'll turn over the 
business to my son. 


It's a great state to live in. Nice people, good recreation facilities. Nice little 

towns. And of course, we feel good about living here where my father started 

his business. It really gives us a big kick to look out at the little place where 

he started this business, This plant, you know, just grew like Topsy. Started 

in, and never stopped. Before we knew it, there'd be more business and we'd 
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need more room. We're kinda sentimental about the place, and the business, 
and my father, too. . . . We could do business any place, but we're happy 
here, so we're not going to move. 


I told you we're sentimental. So are other people, even if they don’t admit it. 
Personal reasons certainly can swing a decision any day, provided you feel 
strongly enough one way or the other. 


Well, one thing I think would enter into it is the fact that my father founded 
the firm here. I’ve lived here all my life and my people back a hundred years 
or more. You don’t just brush those things off and move without some very 
serious reasons. 


Personal reasons would enter into it. I wouldn’t want to move far away from 
my home town. In fact I wouldn't want to move out of it at all. I spent 20 years 
in Detroit and was glad to get back home to X. But we would certainly not 
consider moving out of Michigan. We'd all have personal reasons against that. 
We all prefer to work in this state and preferably in X. 


I believe there should be pretty close harmony among the various manu- 
facturers in a town or community. [Why?] It gives you a better feeling, and 
it gives you a feeling of close fellowship. That's an important factor, but I 
don’t think it has anything to do with production. 


We'll stay right here. We'll move nothing. We're an institution here... . In 
a way, it’s an asset to us to stay here and carry on the tradition, I guess. 


Now you take this town. Before I came here, this town didn’t want any new 
industries, I found them downright discouraging. . . . But I came here any- 
how. Of course, I didn’t get into the town, but I'm just as well off here, right 
where I am. . . . Those men are my friends, today. They'd come out here 
to work for me. They've told me so. And the town has changed toward me, 
too. Just lately, they have organized a Chamber of Commerce, and they asked 
me to join. I did, too. And they made me very welcome. Now, they want to 
bring other industries into the town. I feel very proud of that, because I think 
Thad something to do with it. We spend money and we are quiet and respect- 
ful to them. All we want is their good will, and we want them to respect us, 
too. And today, I think they do. Else, would I be a member of the Chamber 
of Commerce? 

We would like to be in a small town. We would prefer to be the one big in- 
dustry in the town, We would like a town which needs industry, for that 
would mean the people would appreciate the cooperation and the contribution 
of the company. We'd like to let the community build around us, let the town 
get a new start, new life, new vigor. 


262 Appendixes 


We have a population of 1650 here. That’s a good town for a business like 
ours. Not too much competition for labor, and it gives us a chance to fit into 
the townlife more, too. We know everybody in town, and they know us. We 
all work together, and it works out fine for everyone. If we were going to move, 
I think our firm would hunt for another town like this one, because they are so 
pleased with our results here. 


Td have to be welcome, or I wouldn’t go into a town. Matter of fact, I'd want 
more than a welcome. They'd have to coax me a little bit. That way, I'd be 
sure of their friendship to start with, and I'd try and be worthy of it. I know 
this company can help a town. We've done it right here. This town has very 
few old-age claimants. We use them, if they are able to work at all. The town 
appreciates our giving them work, the people are happy and earning their 
own keep, not on a dole—and I’m happy because they do good work. So you 
see it’s a great situation, no matter how you look at it. And that would be true 
of any place we moved. Only it takes time to know people and get them to 
know you. So if you are welcomed when you move into the town, that helps 
a lot. Makes things move faster. 


Well, I guess I'll have to tell you again that I’m an egotist. The attitude of 
the community toward a new plant wouldn’t scare me. I’d take my chances. 
I have found very often that resistance to any new industry arises just because 
of a misunderstanding. When we want to move into a town we go around 
and see the business organizations, the exchange club, the local politicians 
and the School Board. So far we have been able to sell ourselves so that when 
the plant was opened, we were very welcome. But you notice that we do 
all this before we actually make the move. We don’t let misunderstandings 
stand. We try to be honest with the townspeople, and we expect them to be 


honest with us. We cooperate with them, and so far, they have cooperated 
with us all the way. 


You can’t tell anything about what productivity you are going to get from the 
people of this town or that town. It all depends on the relations between the 
company and the workers and the town. It’s a three-way figure. A company 
can be good to the workers, but not cooperative in town matters, and it won't 
get as much productivity as if it is good to the employees and the town. That’s 
psychology. Got to make the people happy while they're working, but you 
got to make them proud to be able to say they work for the company, too. 


Nobody wants to leave home. I'd hate to leave X. Our real money wouldn't 
leave Detroit. I'd rather live in a satisfied community than make money. 


If it becomes too bad, I'll close up shop and quit. There'll be no moving. 
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We came here because we wanted to stay in Michigan—our homes are here 
and all our families wanted to stay in the home state. Michigan is Michigan. 


Our business is established here. We've been here 118 years. We can't throw 
that away and go where we're unknown. 


2. Liking the People, Way of Life, Town, or State 
Friendliness. Friendliness, start with—start at the top with the state governor 
and have it permeate right on down through the mayors and city councils. 
Friendliness. [R. cites example of this sort of thing that he met on a southern 
trip, and how well it impressed him. ] 


We like a small town—that’s why we came here. We have no wish to make 
this town any larger. Solid growth, we believe is healthier than fast ab- 
normal growth which upsets housing, taxes, schools and employment in any 
community. 


I like Michigan, and so that’s the biggest advantage for me. Now, in 1945, I 
almost moved out of the state, though, because of the labor troubles. 


I would say that I wouldn’t want to see any industry come into the State if it 
would bring a lower laboring class with it. [Lower laboring class?] Foreign 
elements. There are very few of them here. [Why not?] Oh, we'd better skip 
that. I think you know. 


We like Y. We still like it, much as it has deteriorated by the 10,000 bad-class 
Negroes and such. . . . Intrinsically, I told you I am a hick. I feel one can 
live a more nearly normal life in a small town. 


Michigan has a lot of small industrial cities where people live, work, and are 
contented and happy. Take a pattern from those cities. We like a small town 
because the people are friendlier. Appreciate a job, and being treated like 
they were important. Small-town people don't go for agitators or trouble- 
makers, But don’t let any big industry go into a small town. There you'd change 
the character of the town, and you'd spoil it, both for the townspeople and 
for the manufacturer. 


We would look for a medium sized town—a good town that had some religion 
in it, 

Well, first of all, Michigan is a nice place to live. It has a lot of small towns 
where you can live comfortably and have good neighbors. Second, it's cen- 
trally located, so you can get the materials you need for the business, and 
you can get your own products off to your customers pretty easy, too. 
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It was on top of the American migration from New England and New York 
with a mixture of French Canadian and Southerners. It was largely Hollanders 
and Scandinavians. It was a hell of a good populace. I had been living in 
Chicago and I didn’t like it. I am intrinsically a hick. Y. is not as desirable 
now, because of laborers brought in by the foundries, the southern Europeans, 
Mexicans, Negroes during the second World War, and the first World War, 
too, to some extent. They don’t amount to much, They are minor offenders, 
all of them, and there are the poor whites. 


I think it’s about the right-size town—not too much dirty politics, not too 
much unionism; a good town to bring up a family and it has enough available 
mill supplies so you don’t have to depend on Chicago or Detroit too much. 


But living is cheaper, too, and the Country Clubs—you can belong to all the 
clubs in the Valley for the price of one in Cleveland. So that’s the way it bal- 
ances out, 


Well, we like a small town for our business. Like the attitude of people in 
these small towns. Like the fishing and the chances for recreation for ourselves 
and for our workers, too. Now you take this section of Michigan. There are 
115 lakes in this area. Good fishing, camping, bathing, fun. Schools in Michi- 
gan are good, too. Now, we don’t really have enough schools in this section 
to say those facilities are really ideal. But what we have is good, and some 
day we'll have more of it. And we can get our materials in here easy and we 
can get our finished products out of here don't forget. 


Well, anything up to 20,000 is best for us. The smaller the town the better 
for us provided the help is available. [Why?] Hm-m, now maybe I can’t an- 
swer that! Well, I think most industries prefer to operate in a smaller city if 
their other requirements are there. There is much less chance for labor trouble 
because the radical labor tends to be in the large cities. Transportation to and 
from work for your workers is simpler in a small place. It’s just simpler living 
in a relatively small place. We sell on a national basis so it isn't important to 
be in a large city from the market standpoint, 


Climate is something to be considered, but we wouldn't be moving South. 


In the main I think our climate makes working conditions perfect. For instance, 
the lack of that extended heat spell that some areas have. It’s a known fact 
that a man can think better in a comfortable climate. They're much more 
alert in this part of the country than where it’s hot and muggy. You can’t do 
as good work mentally or physically farther South where it’s humid. M ichigan 
should boost up the fact of the leisure-hour advantages of employees and 
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there’s a lot of it with an eight-hour five-day week. . . . For at least six 
months of the year, our people are right on the threshold of the best of recrea- 
tional facilities, All right, you got to keep your employees happy to make them 
do a good job. The leisure-hour welfare of its employees is becoming more 
of a major factor with all employers. Good leisure activity makes better 
workers. 


We feel that if you expand too fast, you lose productivity. But if you operate 
at a steady rate and stop turnover, you get good productivity. We feel that 
you have to use psychology on your workers. 


The size and character of the town is very important. We're in business to 
make money, but we also are living. I personally, and I know the boys here 
unless they are happy no amount of money can make any difference. [Why?] 
They are happier—just happier. They are more efficient if they are, and I 
think they will live longer. 


The size of the town is of no importance whatever but the character is. [How 
is that?] Well, to go back to your availability of skills—if we have the skilled 
people in the town, it’s o.k. The size alone is not important. The availability 
of labor is important. [Why is character of town important?] Well, because 
good housing, plenty of good schools, playgrounds and, in general, good 
living—that’s all important, very important. [Why?] Because they are im- 
portant to the character of the community as a whole. Happy people stick to 
their work so it is important to have good houses, playgrounds, ete. . . . We 
have to live in the community and we want good relations with people around 
us. However, I would rather have a good attitude from our employees than 
from the other business men! They're the ones who do the work for us. 


It’s a better place to live—if I can give that reason for the executives and the 
men. It is a very important reason. I wouldn’t go back to Cleveland or New 
York on a bet! When I think of spending all that time going back and forth 
—now it takes five minutes from my house to my office. And the same with 
the Country Club and the Yacht Club. You have much more time to live and 
I think that’s better. 


I'd want to move to a small town. Not over 2500 people. Where the people 
were mostly farmers. Those people are happy. They're contented. They have 
peaceful lives, They appreciate the chance to earn some money, They give 
you a day’s work for your money. They are sincere, and honest. The kind of 
people you like to deal with. That’s the real American life—not the mixed-up 
mess you find in the big cities today. 
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3. Security Needs, Resentment, Inertia 


We all have our likes and dislikes. And if we were considering a new plant, I'm 
sure that all the personal attitudes would be aired and considered before any 
final decision was made. 


Whether to move the plant or change the product? [Yes. Laugh.] It would be 
an awful thing to do either one. I don’t know. Oh, I would say—I don’t know 
what to say on that—that’s really—I would say about 50-50, It would be a 
terrible thing to do either one. Some people have done it, but I would prob- 
ably say changing the plant would be the lesser of two evils. 


We would change or adjust our product. [Why?] We don’t run away from 
problems. We'd stick and fight it out. 


We've not thought of moving, so we've never bothered to find out. If you find 
out about taxes in Alabama—so what? We're stuck with it here. It seems to 
me that these questions are directed to smaller firms who could move. We 
can’t and so we're stuck here. 


Michigan is in a vulnerable place here, we are close to Alaska bases and have 
a highly industrialized area which would certainly be a target. 


Very serious disadvantages in the labor rates. I can tell you that if I weren't 
a native of this state and already in business here, I’d never consider coming 
to Michigan to go into business. 


I know that if I was on the outside looking in I would think a hell of a long 
time before coming in. This radical labor would scare hell out of me. All you 
read about is strikes and labor trouble. 


My experience is that there is a certain way to handle men. In most cases it’s 
the fault of the firm if they have trouble with the men and with the union. It’s 
the way you behave as well as the way the men behave that is important. 


They would not be in favor of bringing in an industry that would employ a 
lower type of labor. We have a pretty good class of worker, But in 


they've brought in an awful lot of Negroes. But we wouldn't go for that— 
but a good class—yes, 


It’s tough enough and hard enough to do business with the government to 
have to worry about doing business with the union too. Our policy is to be 
personally close to the men, and I don't believe a union would permit us to be 
that way. [Why?] First—we’d be very careful of the people we hired; one 
bad apple can spoil a whole barrel. We know these people are going to have 
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problems; we recognize that, and help them and in turn build up a mutual 
trust so they will turn around and help us. We need their help as much as 
they need ours. 


We didn’t want a town where too many colored people have been brought 
in, by the way. That was the reason a couple of other towns in Indiana were 
discarded early in the plans. Those men were brought up from the South 
to work during the war, and after the war, they stayed in the towns. Somehow, 
it hasn’t worked out very well. We thought we'd rather avoid the problem, if 
we could. 


Some of the people in this line are drifting to the South. [Why?] I don’t 
know, but I think it’s for better labor conditions. As a matter of fact, we've 
been thinking of it ourselves. . . . The union agitation here, and the radical 
elements, and the government attitude starting at the city hall and going all 
the way up to Washington, and through Lansing [Attitude?] Anti-free enter- 
prise. I'm not talking from hearsay. I've been in the thick of it for 15 years. 
[How does it show up?] From the standpoint of the labor boards whether 
state or national—they are too far pro-labor. You get a hearing just like you're 
being tried for insanity, and it’s the same result every time. There’s no differ- 
ence, so why the hearing? Business has no representative on the boards. 
[Other reasons?] No. There might be a few minor ones, but those are offset 
by the advantages of staying here. 


I think we'd be very careful of the town we'd go into. We'd go into the back- 
ground of the town, the general religious outlook of the people. [Why?] I 
find it has a steadying affect on the people, and labor conditions are less likely 
to be disrupted, and there is practically no violence. There is a great deal 
of pride in keeping up their homes and property, and they dress their children 
well. There is a greater opportunity in a town like that to work in partnership 
with your employees than in a town that was a hard-bitten town. . . . Then, 
of course, the state and city tax situation, I suppose. Their attitude toward 
new industry, particularly toward new industry of our type. I don’t mean we 
expect to be given everything—just that we be given consideration and the 
hope that we would prosper and be of value to the community. . . . Ihave 
the uneasy feeling about our present state government as far as taxes are 
concerned, I certainly have an uneasy feeling concerning the federal govern- 
ment. We've been able to grow and prosper, but it’s a very difficult thing to 
plan and hold the ground that's gained. I don’t think anyone minds paying 
taxes they could afford to pay. The important thing is—that those taxes are 
used effectively and soundly and that is not always done. That is where re- 
sentment is, [What about the attitude of the people?] That’s awfully impor- 
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tant. We've got a nice little plant and a wonderful spirit. A high percentage 
of the men are good men, and they have stuck with us. We've had a high 
labor turnover here, but with men who are floaters. When we came here there 
were about 7 to start with, and we gradually built that up and the fellows 
could see, after a year, a great deal of progress. . . . They began to be proud 
to be with us. With the reputation this plant had before, they were ashamed 
of it and had to apologize for us that first year. Now that has decreased, and 
the people in town are beginning to respect us. 


4. Investment versus Caution 
We are big enough, have no desire or wish to expand. 


We'll take it slow enough so we don’t have to borrow to do it. But we'll keep 
at it so that we can compete and can diversify our line. We're looking for new 


products right now that we can make with our present material and equip- 
ment, 


As far as most of the board members are concerned, we'd rather preserve a 
cautious approach until such time as our orders are coming in to the point 
where we can’t handle them. Our feeling is that this is certainly no time to 
stick our necks way out! If business would justify an expansion, we might 
go ahead with it. . . . Right now we can sell more than we can manufacture 
and that is no time to look around in the way of expansion. 


When a thing like this hits the country, no one can tell where it is going to 
lead. People of all grades accept the stories in advertising. They believe any- 
thing. . . , Got to give them a chance to try this new material, and learn for 
themselves about it, But it may have a big effect on my business, if it goes 
over big. Again, though, it may not cutin. .. . PI get along, I guess. Maybe 
business will be better than ever, I really don’t know. 


High taxes are caused by corrupted officials. . . . Little business men have 
got to struggle along. You've got a certain amount of overhead you can’t get 
away from. Our turnover is smaller, and our margin is smaller, and the small 


Pet man is at the mercy of the big ones, and we got to keep the overhead 
own. 


Scarcely a month goes by but that we need additional working capital for 
a short period, Strangely enough, we've found out local financing puts you on 
your toes. I would have to have complete confidence in the bank however. 
[Why?] I mean in the character of the bank president and the men we would 
confide in. We'd be telling them our operations in our plant. They would 
know our financial conditions. There have been unscrupulous dealings in the 
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past. We could be thrown into bankruptcy and squeezed unless the men were 
interested and cooperative with us. 


We don’t depend on “financing”—we don’t go after it, [Why?] It’s just a per- 
sonal opinion. We like to feel even if we don’t have a big plant it’s ours. We 
have a feeling of security that we own it and not the finance company. We are 
often told we are foolish and that we shouldn't feel that way about borrowing 
money. We just feel more secure. We will be more satisfied to expand when 
finances are available. 


A business like ours is very highly competitive, and any future profits depend 
on what any item adds to the basic costs, even as to pennies. As my father says, 
“We're in business for the fun of it, but there’s no fun in it if you don’t make 
any money.” 


x 
The government can’t handle this business. It has to be handled by the people 
who have grown up in it. You can’t appoint someone to handle it. It’s so di- 
versified and so you have to grow up in it. 1 


We follow the policy of self-containment. If that means anything to you. [Not 
much right now.] This is a family-owned industry. No stock is owned by out- 
siders, and therefore business in general has been satisfactory to the owners 
and they haven't tried to expand, to spread themselves out and sell stock. It 
is a personal attitude and hasn’t anything to do with the climate, the state, or 
anything else. We've weathered a couple of depressions by having money in 
the bank, our feet on the ground, and by not being spread all over the terri- 
tory. 

We are constantly expanding. We've done something every year since the war. 
During the war we couldn’t expand or get new equipment because we were 
doing war work, not our own work. So after the war ended we were faced with 
a decision. We knew we had to sink a lot of money in this plant or we had 
to give up. We're not going to give up. So we had to expand. We had to buy 
new equipment. We had to modernize. We had to introduce new ideas. . . . 
When my father started out here, he had just that one little building you see 
out there. He expanded a lot, but we've been carrying on for him, too. We've 
bought all this land on this side of the street and put up these buildings. That 
was all pre-war, of course. Next we bought the land in back of the original 
plant—so we could push out there if we wanted. In this last year, we have 
bought the houses—or most of them that border around that square across 
the road. We intend to be able to expand, so we want the land. Remember 
what I said about zoning, though? The people who built houses up in this 
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section had the railroad running through, but they didn’t expect that this plant 
would spread until they were really living in the factory grounds. So we de- 
cided we didn’t want to have them think we were spoiling their properties. 
We went to them and told them we planned to expand over the years, and we 
offered to buy the houses so we'd have the land, and they could think about 
where they were going to build their new homes. Most of them took us up 
on the offer. 


I told you that our one idea is to bring out something new and radically dif- 
ferent at least once in two years so that the women will feel they have to have 
new window hardware. That’s what this business is built on. We're at it all 


the while. 


We're not women. We get something we know looks good, and we leave it 
alone. But if the women ever got that idea we wouldn’t have any business. 
So we try to sell them new ideas just as the fashion people try to sell them 
new dresses, 


We hope to make many changes. I’m scouting all the time for new ideas. Try- 
ing to make the women feel they are old-fashioned and have to change. We'll 
keep bringing out new ideas or old ideas, but we'll go after the business. We 
have to get our share of the money that is around. You see we've discovered 
over the years that we're about one year behind on booms and busts. If busi- 
ness booms, in about a year we feel the results of the boom. If it busts, then 
we're good for one more year of good business before it hits us, So we're push- 
ing the market now, and will push it. And just when the bust comes, then 
we'll put out a radically different idea. 


Appendix IV 


Big Business as Seen 
by the General Public 


and by Businessmen 


IN October 1950, the Survey Research Center interviewed a cross 
section of the American public concerning their attitudes toward big 
business.’ The resulting data, from which two occupational tables are 
reproduced here for illustrative purposes, indicate that the general pub- 
lic appears to approve of big business as an employer, but the reaction 
is not so favorable to big business in its effect on industrial relations. 
Among the things mentioned unfavorably the power role of big busi- 
hess is most important. 

If we study this general reaction in relation to the various occupa- 
tional groups questioned, we get the following picture: Businessmen 
and managers stress good things about big business somewhat more 
frequently than do most other groups, but they desire a high power rank 
for big business rather more rarely than do other people. Businessmen 
identify themselves largely with the middle class; of those who do not, 
three times as many identify themselves with the working class as with 
the upper class. The incidence of those who consider business profits 
too high is understandably lower among businessmen than it is among 
other groups; profits are regarded as fair by the largest single group of 
business respondents, Likewise, businessmen are more likely than most 
others to believe that people in general earn about a fair share. 

In summary, these data indicate a slight degree of correlation be- 
tween business status and economic opinions. The most likely reason 
why the differences in opinion between socioeconomic groups are not 
greater than they are is the substantial degree to which the general 
Population has accepted the value system of the business group. 
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Appendix V 


Financial Security Feelings 


THE 1950 Survey of Consumer Finances* included questions 
referring to financial security feelings, The main question was the 
following, “Some people feel quite secure financially, others have many 
worries about how they will get along. How is it in your case?” The 
authors summarized their findings in this field as follows: 


There can always be differences of opinion in a process of evaluation, but to 
the extent that a reasonable distinction could be made, it appeared that nearly 
2 consumers felt financially secure for every 1 that felt insecure. Great se- 
curity was encountered with the same frequency as great insecurity, each 
being reported by roughly one-tenth of the population. A feeling of security 
was reported most frequently by consumers who believed that their current 
financial situations were improved over those of a year earlier, by those whose 
current earnings were higher, by those who believed that current economic 
conditions in the nation were favorable, and by those who expected good 
times to prevail in the coming year. The majority of spending units that be- 
lieved their incomes would go up or remain the same during 1950 considered 
themselves to be secure financially. The expectancy of income declines did 
not typically result in feelings of insecurity inasmuch as half again as many 
of those expecting declines reported feeling secure as insecure. There was 
more worry about future personal finances among consumers who were un- 
certain of their future earning rate than among those who anticipated that 
their incomes would fall. 

As might be expected, the higher the level of income or the amount of 
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liquid assets owned, the more secure the consumer tended to feel. Only among 
units with incomes of less than $1,000 or with no liquid assets were feelings 
of insecurity expressed by a majority of the group. A substantial difference 
was apparent in the attitudes of those with no liquid assets and those possess- 
ing even small amounts (less than $200). The proportion of units in the 
former group that expressed a feeling of great financial insecurity was roughly 
twice that for those with small amounts of assets. 

Feelings of financial security were most pervasive among spending units 
headed by persons who followed a profession or by clerical and sales person- 
nel; least frequent among unskilled workers and retired persons. However, 
it should be noted that a majority of the units in each of these latter groups 
indicated a feeling of financial security. Surprisingly little difference was 
found among the different age groups on this point. In all groups, except the 
very youngest (18 to 24 years of age), half again as many consumers felt 
secure financially as felt insecure, The youngest group felt somewhat more 
secure and tended to worry less about how they would get along financially 
than did other age groups. 

Persons other than those self-employed, retired, or unemployed were asked 
what they thought of their chances of getting other jobs that paid about the 
same if they lost their present jobs for any reason. Of the group to which the 
question was applicable, more than half thought that it would be difficult, 
if not impossible to do so. Somewhat less than 2 in 10 were absolutely certain 
that they could get other jobs with equal pay but a somewhat larger propor- 
tion were equally certain that it would be impossible to get other jobs at the 
same rate of pay. It should be pointed out that many employees with great 
security and seniority in their present positions would be in this category. 
Their incomes may reflect long terms of service, possibly very specialized 
service, for one company and, of course, many such people would find it 
impossible to match their present incomes if they were required to take jobs 
with other companies. This is illustrated indirectly by the finding that more 
than one-third of the group that reported feeling very secure financially be- 
lieved that it would be difficult or impossible to get other jobs at equal pay. 

However, the relationship between insecurity and inability to get another 
job at equal pay appears to be a strong one. More than 7 in 10 consumers who 
indicated an attitude of great insecurity and were presently employed re- 
ported that they would find it difficult or impossible to obtain other jobs that 
paid the same. Most optimistic about getting other jobs at equal pay were 
people employed as professionals (e.g. accountants, teachers, social workers) 
and clerical and sales personnel; least optimistic were unskilled workers. Age 
was an important factor, with younger people substantially more confident 
than older people about being able to get other positions that paid as well. 
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More than half of the people below the age of 35 thought the chances were 
good of locating other jobs with the same pay. Above this level, less than half 
held this view. Of those who were 55 years of age or older, fewer than 3 in 
10 believed they could obtain other positions with pay equal to their current 
earnings. Only at low and at high income levels (less than $2,000 and $7,500 
or more) were more than half of the units fairly confident of their ability to 
obtain other jobs with no loss in pay. 


It should be emphasized that this survey refers to feelings of financial 
security, which differ from the concepts both of socioeconomic stability 
and of personal security in the sense in which they have been used in 
this study. Financial security feelings refer here to evaluation by 
those questioned of their outlook for assured income, assets, a job, or a 
combination of all these factors. Only indirectly does financial security 
concern either the general socioeconomic stability or the general level 
of personal security feelings. The latter is a composite of many factors 
among which the financial one may not be decisive, and the former 
likewise represents a combination of many elements, as discussed 
earlier in this study. 

With these ape it is interesting to note that in a boom 
situation that had laste ost a decade and showed no serious signs 
of weakening at the time of questioning, a sizable number of people did 
not feel confident about either the general situation or their personal 
financial outlook. In fact, there was only a very limited correlation be- 
tween either the personal situation or the personal evaluation of the 
general outlook, on the one hand, and the degree of financial security 
feeling on the other. Even among those who regarded current economic 
conditions in general as favorable, over one-fourth of the total felt rather 
insecure or very insecure financially; among those who considered these 
conditions unfavorable the percentage was close to 48 per cent. Simi- 
larly, one-fourth of those who were making more than they had a year 
earlier still felt more or less insecure; at the other end of the scale the 
figure was almost one-half the total. 

A comparison of financial security feelings with the subjective 
evaluation of the personal financial situation over the preceding year 
gave similar findings: even among those who personally could not 
complain, almost one-fourth did not feel secure. If we look at the effect 
of higher income expectations, the picture is even more startling: 
among those who thought they would probably make more than they 
were making at the time of the survey, 30 per cent felt financially rather 
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or very insecure; among those who thought they would probably make 
less, the figure was close to two-fifths, and among those who were un- 
certain the percentage of those feeling insecure, interestingly, was 
highest of all, almost one-half. Within income groups the correlation 
between actual increase in income and a rising degree of financial 
security feeling was fairly clear; but in the income group under $1,000, 
about 44 per cent felt very secure or rather secure, while in the $7,500- 
and-over group 19 per cent felt rather or very insecure. At the same 
time, actual rise in income did not appear to relieve existing insecurity 
feelings completely; only among those whose income in 1949 had been 
much smaller than in 1948 was the “very insecure” group substantially 
larger than it was among the “somewhat smaller” to “much larger” 
groups. Liquid assets appeared to contribute to financial security feel- 
ings, but of those who owned $2,000 or more in liquid assets over one- 
fifth felt rather or very insecure. 

The differences according to occupational status appeared to be im- 
portant; two-thirds of the unemployed group felt rather or very inse- 
cure, but in the managerial and self-employed group the percentage 
still was about one-third. The highest level f financial security feel- 
ings, interestingly, was shown by the professional group. The “chances 
of getting another job paying the same” had a rather distinct correla- 
tion to financial security feelings and so did the length of time worked 
without interruption by unemployment. 

Investment preferences may also contribute to an understanding of 
people's feelings concerning financial security. The 1952 Survey of Con- 
sumer Finances confirmed earlier findings that government savings 
bonds were by far the most popular outlet for family investment. This 
popularity, however, was far less pronounced in the upper-income 
groups and had relatively declined since 1949. 


Questions on feelings of financial security were also asked in the 
course of a June 1952 survey of people’s attitudes toward inflation.‘ 
The wording of the questions, the size of the sample, and the statistical 
elaboration of the data were somewhat different, but the results were 
ped interesting. The Survey Research Center summarized them as 
ollows: 


Not too many years ago surveys indicated that only a small minority of the 
American people considered our economy “depression-proof. The majority 
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thought that after several prosperous years a period of unemployment or 
depression was inevitable. At present more people expect continuous good 
times over the next five years than expect a depression. 

However, there is much uncertainty about the business outlook for the 
next five years. Some people undoubtedly give very little thought to what 
will happen over a period of five years or so. Others may give it a great deal 
of thought without arriving at anything like clearly defined expectations. . . . 
In June 1952 over 40 percent of respondents were uncertain about business 
conditions over the next five years. Another 9 percent were uncertain whether 
good times or bad times would predominate, but expected some unemploy- 
ment and depression. Among people who had an opinion, those who expected 
continued prosperity greatly outnumbered those who thought that unem- 
ployment or depression would prevail, particularly in the higher income 
brackets. 

There is a pronounced relationship between one-year and five-year ex- 
pectations regarding business conditions. Relatively few people reverse them- 
selves; that is, few say that business will be good next year but bad over a 
five-year period, or vice versa. However, many people shift from definite 
opinions to expressions of uncertainty as the time span under consideration is 
extended. 

Optimism regarding the long-term business outlook frequently is associ- 
ated with optimism regarding one’s own economic prospects; similarly, pessi- 
mistic expectations for the economy as a whole tend to be accompanied by 
pessimistic expectations for oneself. Somewhat over a third of the American 
people expect to improve their financial situation over the next five years or 
so. Another quarter foresees little or no change. Relatively few people say 
that their financial situation will deteriorate; but again expressions of uncer- 
tainty are frequent, particularly among people with small incomes and among 
people who show signs of pessimism and insecurity in their answers to other 
questions. . . . 

It is important to note that people who express uncertainty regarding the 
business outlook are not simply a group of sensible people who refuse to make 
a guess about the future. This group (those expressing uncertainty) has atti- 
tudes toward buying conditions similar to those held by the group which is 
pessimistic about the long-range business outlook. In other words, these 
people are not confident that prosperity will last; therefore, they desire to 
save and question the wisdom of making major postponable expenditures. 


Three new questions in the June 1952 survey were directed at the problem 
of financial security. Each question was accompanied by a detailed probe into 
reasons for people's expressions of satisfaction or dissatisfaction with their 
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financial status. The major purpose of these probes was to uncover the criteria 
by which people judge their financial situation. . . . 

The first of the three questions was—“How do you feel about your income; 
do you think it’s about what you ought to be getting, or not? Why is that?” 
The number of people who expressed satisfaction with their family’s income 
in reply to this question was about equal to the number who expressed dis- 
satisfaction. Satisfaction was most frequent among families whose head is 
under 35 years of age; in the age brackets above 45 dissatisfaction was pre- 
dominant. Strong expressions of dissatisfaction such as “we are definitely 
underpaid” or “I should be making much more” were rare except in the low- 
est income group. The majority of people—whether satisfied or dissatisfied— 
evaluated their income either in terms of what their ability, training, and ex- 
perience are worth or in terms of its adequacy for their living expenses. Over 
a third of those who were dissatisfied explained that they regard their income 
as insufficient because of high living costs. 

The second question was—“How do you feel about the amount of money 
you now have in such funds (liquid assets)—is it far too little, fairly satis- 
factory, fully adequate, or what? Why do you say so?” This question followed 
an inquiry about the approximate amount of liquid asset holdings. The ques- 
tion was not asked of people who owned no liquid assets. In the upper income 
brackets ($5,000 and over) satisfaction and dissatisfaction were expressed by 
about the same number of people; in the lower income brackets (in which 
many people held no liquid assets) dissatisfaction with the amount of liquid 
asset holdings was more common. The proportion of people who regarded 
their liquid assets as adequate exceeded the proportion who regarded them 
as inadequate only among families who own more than $2,000 worth of 
liquid assets; less than one-fourth of all families have holdings of that size. 
Whereas income satisfaction was somewhat less widespread among older 
people, satisfaction with liquid assets tended to be greater among older than 
among younger people. Owners of liquid assets, particularly those who were 
satisfied, most frequently evaluated their liquid assets in terms of adequacy 
for emergencies. Other family needs and the recent rate of asset accumula- 
tion also served as frames of reference in a considerable number of cases. 

A more general question, inquiring directly about people’s feelings of se- 
curity or insecurity, rather than about their income or assets, appeared to be 
somewhat less revealing. The majority of respondents said, although often 
with qualifications, that they were secure. This was the case especially among 
people with incomes above $2,000; families with incomes below $2,000, on 
the other hand, tended to feel insecure. People’s evaluation of their financial 
security seems to have little or no relation to age of head of family. Income, 
job, and occupation were mentioned frequently as reasons why the family is 
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financially secure or insecure—more frequently than liquid asset posi- 
tion. ... 

Consumers were not equally satisfied or dissatisfied with all aspects of 
their economic situation. Income satisfaction was decidedly more common in 
June 1952 than satisfaction with liquid asset holdings. Also, long-term changes 
in the family’s financial situation tended to be regarded more favorably than 
long-term changes in liquid asset holdings. Expectations for the next five 
years may appear to be more indicative of optimism than any of the other 
measures; but expressions of uncertainty were so frequent that it cannot be 
inferred that consumers in June 1952 saw the future in a more favorable light 
than the present. 

Despite these differences many consumers gave answers which placed 
them quite consistently into either the “favorable” or “unfavorable” column. 
Frequently changes in their financial situation over the past year and the past 
five years determined whether their evaluations and expectations were pre- 
dominantly favorable or unfavorable. 

People whose answers tended to fall-into the “favorable” column showed 
much more inclination to make major durable-goods expenditures than those 
whose answers tended to be “unfavorable” or uncertain. This was especially 
true of people who were satisfied with their income; they were more likely 
to consider the present a good time to buy than people who were dissatisfied. 
People who felt financially secure were more likely to have a favorable opin- 
ion of buying conditions than people who felt insecure; they also made major 
durable goods purchases more frequently during the past year. There was a 
pronounced relationship between actual spending during the past 12 months 


and people’s evaluations of changes in their economic situation since the 
early postwar period. 


Consumers’ expectations are characterized by caution and uncertainty 
rather than by general optimism or pessimism, Relatively few people expect 
unemployment and depression during the next few years, and only a few 
think that inflation would continue year after year. But a substantial propor- 
tion of consumers list reason after reason why they regard the future as par- 
ticularly unpredictable. 

People tend to be satisfied with their incomes but not with their liquid 
assets. Many people own neither bank deposits nor Government Bonds, and 
those who do have such holdings frequently regard them as inadequate to 
protect them in emergencies, These feelings of insecurity tend to act as re- 
straints on spending and stimulate saving. 


The June 1952 survey also included a question concerning appraisal 
of a “national emergency.” A slight majority felt that there was (or 
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would be) an emergency, mainly because of the international situation 
and war danger. The sense of emergency increased somewhat with the 
education level and so did the number of definite answers in general. 
People who took a gloomy view of the current financial situation were 
more likely than others to believe that there was a national emergency. 


Appendix VI 


War Dangers 


and General Worries 


A SURVEY of public thinking about atomic warfare and civil 
defense, which the Survey Research Center undertook in the early fall 
of 1950,° included a number of questions concerning the general at- 
mosphere and the prevailing kinds of worries regarding domestic and 
world affairs. The sample consisted of 614 persons, representing a 
cross section of the adult population in eleven big cities. The results of 
the survey, as summarized by the authors, were as follows. 


1. At the time of interviewing for the present study (September-October 
1950) international tensions and the possibility of war were . . . a source of 
worry to most respondents. These were mentioned almost three times as often 
as any other object of concern, when people were asked what worries they had 
about world conditions. The international situation was one of the main sources 
of worry mentioned, when respondents were asked specifically about condi- 
tions in this country—despite the fact that this was an inappropriate response 
to the questions as stated. Such inappropriate responses are often indicative of 
a high degree of concern over a problem. 

2. The most widespread domestic worry was over the state of economic 
conditions: high prices, relatively low wages and salaries, inflation. This was 
mentioned almost half again as often as the next most common domestic con- 
cern—the political state of the nation, 

8. Worry about international affairs was twice as frequently greater than 
worry over domestic affairs, when the two were compared by respondents. 
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4. From relationships between responses to questions in this section, it 
seems that the tendency to worry about public issues is a general characteris- 
tic. Those people who were most worried about international conditions also 
tended to be most concerned with national issues. They also tended to be 
rated high on overall anxiety expressed during the discussion of war and 
bombings in the interview. 

5. The people who expressed comparatively more concern about national 
affairs tended to be rated lower on atomic war anxiety than those concerned 
primarily with international affairs. Ratings on extent of previous thought 
about bombings also related highly to these anxiety ratings. 

6. People who thought the probability of war was very great were more 
worried about international affairs than people who did not think war was 
likely. 

7. Educational level was consistently related to worry. The higher the 
educational level, the more concern there was over both national and inter- 
national affairs. More highly educated individuals also showed proportionately 
greater concern about international affairs when compared with national 
issues. 

8. Income was related to worry in the same way. People in higher income 
levels tended to be more concerned over both international and national issues. 
When they were asked to choose one of the two areas as the main source of 
their concern, people with higher incomes chose international affairs relative 
to national issues more often than did lower income people. 

As compared to disturbance over economic matters, other domestic worries 
were less frequently mentioned. Political concern and dissatisfaction with 
government spending, administration, and foreign policy were mentioned 
about two thirds as often as economic worry. The third most important con- 
cern was in the area of war, aggression, and international tension, which was 
mentioned about one third as often as economic conditions. Social conditions 
were relatively minor as a source of worry, and personal worries were least 
mentioned. This last fact indicates that the vast majority of respondents saw 
the question used here in its intended context—in the framework of national 
public affairs. 


Most people thought the chances were better than fifty-fifty that the United 
States was in for another world war, and about one person in two expected 
war within two years. If war should break out, most people who had an opinion 
felt that our Army and Air Forces could do well in protecting American cities. 
Half the people felt that our cities would be protected from heavy damage. 
In the event of attacks on U.S. cities, over half the people thought that our 
cities would be hit with atomic bombs. The respondent's own city was likely 
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to be considered a probable atomic bomb target, even more so than other 
cities. Atomic bombings were felt to be the greatest danger which war would 
bring to the shores of the United States. People who were pessimistic about 
war breaking out were more likely to be pessimistic about being atomic- 
bombed in case of war. People who were pessimistic about how well our 
armed forces could do in preventing damaging air attacks were more likely 
than others to expect atomic attacks as well. There appeared to be regional 
differences in expectation of atomic attack. People of higher educational level 
were more likely to be pessimistic about war and bombing than people of 
lower educational level. 


The survey data just given are illustrative rather than conclusive. They 
cover one period only—that of the early months of the Korean conflict 
—and do not allow attitudinal comparisons over a period of time. 
Worry at a specific time does not necessarily represent personal in- 
security, though a high propensity to worry about very diverse matters 
at almost any time would point in that direction. It is interesting to 
note from the survey, however, that those who worry about world 
affairs are most likely to worry about domestic problems too, and vice 
versa. Finally, the questions concerned were asked in the specific con- 
text of public thinking about atomic warfare and civil defense, which 
may have focused the attention of those questioned on especially spec- 
tacular reasons to worry. 

Even so, the data are of considerable interest in this discussion. In 
particular, the tendency for both domestic and international worries to 
increase with income and education might easily be misinterpreted. 
These data do not indicate that rising levels of economic and educa- 
tional status are generally conducive to more worrying, Neither, of 
course, do the data indicate the opposite. The evidence presented does 
indicate, however, that a general atmosphere of socioeconomic insta- 
bility is likely to affect the upper strata of society no less than the lower 
and sometimes even more, to the extent that the former are especially 
sensitive. 

Later (August 1951) survey data from the same source indicate that, 
even after the initial dramatic effect of the Korean war had subsided, 
over one-third of the population continued to consider another world 
war likely. The majority was fairly optimistic concerning the effective- 
ness of our armed forces in preventing heavy damage from air attacks 
on American cities; but the majority also thought it likely that such 
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attacks would involve hitting our cities with atomic bombs. An over- 
whelming majority felt that children should be taught what to do in 
case of atomic attack even though such instruction might scare them. 
On the other hand, during the preceding year one-fourth of the people 
had heard nothing about the effects of atomic bombs. Among those who 
had heard about them, physical destructive power and extent of death 
and injury were most frequently mentioned, not always realistically. 

Further data, collected by the Survey Research Center in the spring 
of 1952, showed continuing concern with economic problems (especially 
high prices and taxes) and with war, though there were certain changes 
in emphasis due in part to the coming presidential election. The 
possibility of war caused concern, especially in connection with air 
warfare and the future of children. Moderate optimism regarding mili- 
tary protection of cities from heavy damage continued, though about 
one-fifth of the people did not share such confidence. Differences in 
such reactions between urban and rural groups were largely insignifi- 
cant. 

In conclusion, economic problems and war dangers caused wide- 
spread concern to people almost without regard to their objective per- 
sonal situation. The indications were that such worries affected family 
plans and the setting of children’s upbringing. 


Appendix VII 


Mental and Personality 
Disorders in Selective 


Service Registrants 


AN article under the above title by Col. L. G. Rowntree, K. H. 
McGill, and L. P. Hellman was published in the Journal of the American 
Medical Association, August 11, 1945, and reprinted in the report of the 
congressional hearing on the National Neuropsychiatric Institute Act." 
The following tables and summary are taken from this reprint. 


TABLE VII, A. PREVALENCE OF MENTAL AND PERSONALITY DISORDERS, 
AND PERCENTAGE DISTRIBUTION OF REJECTIONS FOR THESE DEFECTS 
AMoNG REGISTRANTS PuysicaLLy EXAMINED AT LocaL BOARDS, 
1940-41 ° 
sss‘ 


Prevalence per Per cent distribution 


Malor subgroup 1,000 examined of rejections 
Total 23.7 100.0 
Grave mental or personality disorders 1.6 13.5 
Major abnormalities of mood 6 3.1 
Psychopathic personality 2.7 11.2 
Psychoneurotic disorders 14.9 49.2 
Chronic inebriety and drug addiction 1.5 5.9 
Mental and personality disorders not 
classifiable elsewhere 2.4 17.1 


° Corresponding data for induction stations are not available for the period 
1940-41. 
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TABLE VII, B. PREVALENCE OF MENTAL AND PERSONALITY DISORDERS, 
AND PERCENTAGE DISTRIBUTION OF REJECTIONS FOR THESE DEFECTS 
Amonc REGISTRANTS PHYSICALLY EXAMINED AT Loca BOARDS 
AND INDUCTION STATIONS, 1942-43 


Prevalence per Per cent distribution 


Major subgroup 1,000 examined of rejections 
Total 67.5 100.0 
Grave mental or personality disorders 5.6 8.2 
Major abnormalities of mood 1.2 2.1 
Psychopathic personality 18.2 29.3 
Psychoneurotic disorders 37.0 54.3 
Chronic inebriety and drug addiction 4.0 43 
Mental and personality disorders not 
classifiable elsewhere 1.5 1.8 


TABLE VII, C. PERCENTAGE OF MENTAL AND PERSONALITY DISORDER 
REJECTIONS DUE TO SELECTED DIAGNOSES, BY AGE ° 


ALL RACES 


Psycho- Emotional Asocial and Emotional Other 
Age Total neurosis instability amoral trends immaturity mental 


Allages 100.0 59.1 20.3 11.4 2.5 6.7 
18 100.0 30.3 24.3 11.9 22.7 10.8 
19 100.0 42.2 25.8 11.2 8.9 11.9 
20-24 100.0 56.1 22.1 13.0 A 8.4 
25-29 100.0 64.0 19.6 10.9 t 55 
30-37 100.0 64.7 18.8 10.9 t 5.6 


° Based on a sample of reports of physical examination and induction for regis- 
trants inducted or rejected during February 1944-May 1944. 
+ Less than 0.05 per cent. 
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TABLE VII, D. REJECTION RATES FOR MENTAL AND pesona Dis- 
ORDERS PER THOUSAND REGISTRANTS EXAMINED, BY OCCUPATION 


A Mental and 
Psycho- ersonality dis- 
Occupation Total Hasire ites pa Acre 
psychoneurosis 

All occupations 113.1 63.0 50.1 
Professional and managerial 109.9 85.2 24.7 
Farmers and farm managers 143.4 80.9 62.5 
Clerical, sales and service workers 106.4 67.9 38.5 
Craftsmen 109.4 71.5 37.9 
Operatives and laborers, except farm 111.0 60.6 50.4 
Farm laborers 118.7 53.8 64.9 
Students 72.9 32.1 40.8 
Emergency workers, unemployed 

and nonclassifiable + 142.5 57.7 84.8 


° Based on a sample of reports of physical examination and induction for regis- 


trants examined during November 1943-December 1943. 
t Nonclassifiable constitute a negligible proportion of this group. 


Summary 


A review of prevalence and rejections for mental and personality disorders 
among selective service registrants shows that: 

1. The majority of rejections for mental and personality disorders were 
made by armed forces’ psychiatrists; these rejections were made on the basis 
of unfitness for military life, although not all the disorders were handicapping 
in civilian life. 

2. Mental and personality disorders 
of 801,700, or approximately 17.8 
jected classes on January 1, 1945, 

8. The rejection rate for this 


were the principal cause for rejection 
percent, of registrants aged 18-87 in re- 


type of disorder increased from 22.3 per 
thousand examined in peacetime to 120,2 per thousand examined in 1944. 


4. The rise in the rejection rate was not solely due to increased nervous 
tension among examined registrants. Other factors to be considered are 
changes in examining procedure, lowering of standards in other defect cate- 
gories and stricter interpretation of standards for mental and personality dis- 
orders by the armed forces’ psychiatrists. 

5. Relatively more white registrants than Ni 


egroes have been rejected for 
mental and personality disorders, 
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6. Psychoneurotic disorders and psychopathic personality account for more 
than 8 out of every 10 rejections for mental and personality disorders. 

7. Psychopathic personality is more prevalent among Negroes than among 
white registrants, while the reverse is true for psychoneurosis. 

8. With increasing age, relatively more registrants are rejected for psy- 
choneurotic disorders. 

9. Among 18-year-olds more than one-fifth of the rejections for mental and 
personality disorders are due to emotional immaturity. 

10. Of those gainfully employed, the psychoneurosis rejection rate was 
highest for professional and managerial workers and lowest for farm laborers, 
while the rate for other mental and personality disorders (consisting mainly of 
emotional instability and asocial and amoral trends) was lowest for the former 
and highest for the latter. 


Appendix VIII 


The Case of Mrs. X 


THE person referred to in this statement underwent prolonged 
psychotherapeutic treatment for a disorder diagnosed as character 
neurosis, in this case an obsessive character with compulsive ambivalent 
attitudes toward money, work, art, and men. This disorder resulted in 
severe conflicts with recurrent states of anxiety, fear of failure or re- 
jection, spells of depression, rather heavy drinking with aggressive and 
even violent behavior, and severe guilt feelings and inferiority com- 
plexes, especially with reference to the opposite sex and to her children. 

The written materials on which the following statement is based have 
been made available to me with all the identification marks removed. 
The identity of the persons concerned is thus unknown to me. 


One need not be a social scientist in order to notice immediately the 
enormous importance of socioeconomic codes and value systems in the 
personality development of the patient. This, however, should not be 
interpreted as an invitation to neglect any other factors in her per- 
sonality. We cannot hope to resolve here the question as to what extent 
socioeconomic factors may have had a conditioning, rather than a 
determining, effect in this case and to what extent such factors may have 
served merely to express or mirror disturbances of an essentially per- 
sonal nature, which might have found other outlets in a different social 
atmosphere. In other words, in any individual case we need to beware 
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of socioeconomic overdetermination no less than of the traditional 
neglect of such factors. With this qualification in mind, the case of 
Mrs. X. certainly provides a striking example of the interaction dis- 
cussed. 


1. The Value Standing of Money 

Mrs. X. was brought up in an environment in which attitudes toward 
money were definitely “guilt-charged.” Father was a society painter and 
mother also had artistic interests. The patient likewise became an artist 
and so did her two sisters. In the family atmosphere, money was not to 
be spoken of, the implication being that such mentioning of an essen- 
tially sinful thing was almost obscene. Only part of this attitude could 
be explained by the fact of lost family wealth, although mother did 
start nagging each time financial decline made headway. The effects of 
this attitude upon Mrs. X. were far-reaching. She speaks of a “financial 
neurosis,” which she connects in part with posing for her father’s 
paintings without being paid. The assumption was that the child-parent 
relationship was “priceless” anyway, especially in terms of the “sinful” 
money; but the child was sufficiently influenced by the prevailing 
market-exchange standards to feel gypped by her father. 

This conflict between theory and practice keeps affecting her. Money 
comes to represent guilt factors in the existing society, for it symbolizes 
materialism and, perhaps, exploitation. One implication is that money 
“spoils” children, who live in a “natural” world without classes, but not 
grown-ups, who live in a “rational,” sophisticated world with class 
divisions, Mrs. X. was imbued with the feeling that she “had no right 
to demand an honest reward for her devoted labor,” yet she participates 
in a prize for a painting. 

She marries John partly for his money—or at least she lets Mother 
assert this repeatedly. Both of them drink heavily; the marriage is a 
failure, quite possibly in part as a result of the repulsiveness of money 
due to childhood conditioning. The dichotomy of the value standing of 
money in her childhood environment and in the economic society in 
which she lives throws her into recurrent conflicts. “I am able to marry 
a man with money, ask for no money from him, yet accept a larger 
settlement than I would have received as a divorce if I had named the 
sum, remain unmarried partly to keep control of the money, and then go 
into a violent emotional tailspin when he dies and leaves me his money, 
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and having a great guilt-complex, feel that I must spend almost all of 
it on the children, though it was left to me with no strings attached. 
And yet I criticize my poor mother for her financial ambivalence.” 

What, however, are the deeper social roots of the family attitude 
toward money and of its conflict with other social standards which have 
such an upsetting effect upon Mrs. X.’s vulnerable personality? 


2. Survival of Feudal Standards in a Capitalist 
System of Values 


She has been brought up with constant admonitions to adopt “lady- 
like” behavior in a competitive world. Competition with “inferiors” is 
to be avoided. The parents are unique—actually knights in shining 
armor. She mentions the “charming aristocratic egoism” of her mother; 
her likewise charming grandparents “exacted service without pay.” 
The financial extravagance of her mother caused financial catastrophes 
in the family; yet mother’s socioeconomic position later on, as a wealthy 
and well-groomed widow, does not suffer from this fact very much. 

Mother reminds her of Tolstoi, in her “confused and unsuccessful 
attempts at world salvation and self-abnegation.” Actually Tolstoi’s 
guilt feelings came from his unhappy realization that he belonged 
to an aristocratic class of exploiters in a doomed feudal society. In 
Mother's case it is a phony feudal world in which she lives with the 
same phony system of outmoded feudal values that characterizes the 
Victorian tradition by which the mother is so strongly influenced. Mrs. 
X. is quite aware of the hypocrisy that is implicit in such pseudo-feudal 
codes in the midst of a capitalist society, but she shows little awareness 
of the real root of such peculiar longing for the feudal past on the part 
of a new capitalist upper class—namely, guilt feelings about the 
materialism and other features of this new society, combined with a 
hopeless attempt to escape from them into the past, at least on an in- 
dividual or family scale. 

Grandfather had “great schemes to save the world,” yet Mrs. X. has 
also been taught that “if you love you are despised.” In other words, 
she is brought up under constant conflict among at least three social 
value standards: a precapitalist, feudal one, which she rationally 
recognizes as outmoded; a capitalistic, money-oriented one, due chiefly 
to influences outside her family, though she also discerns it in some 
financial practices of her parents; and one of unrealized social criticism 
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in connection with guilt feelings of her family about the society within 
which they live in a privileged position. Both the survival of pre- 
capitalist value standards and an inner conflict felt to exist within the 
capitalist society (between its money-oriented materialism and its own 
ethicoreligious and other claims) result in Mrs. X.’s being constantly 
torn by conflicts of social value systems. This applies to every sphere of 
life, especially her relations to men. She does not accept anything tangi- 
ble from a man; it throws her into a “storm of terror,” for it would be 
against her Victorian “ladylike” code, or Cant. However, “common 
women can be more candid,” they are allowed to accept gifts from 
men and are even supposed to attract men “by a vast hypocrisy.” Again 
the desire for individual escape in the midst of an otherwise unladylike 
world, 

These conflicts of social value systems are symbolized by the “com- 
plexity and unhealthiness or ambivalence of mother’s attitude toward 
money,” the “possessive quality of someone who wished to be a female 
St. Francis.” Mother has a capitalist profit urge plus precapitalist guilt 
feelings about it; she is actually caught in a conflict between the socio- 
economic and the ethical standards of “success” in existing society. 
“The fallacious Victorian philosophy on which our training was based” 
also included admonitions to self-sacrifice and negation, which sym- 
bolized the economic drive toward thrift, “abstinence” in the interest of 
capital formation, which is characteristic of an early capitalism but not 
a modern, Keynesian one. 

As far as Mrs. X. is concerned, “my parents both had the natural 
vitality to throw most of this [the Victorian values] out of the window 
as far as their actions, if not their words, were concerned,” thus bring- 
ing out into the open the value conflict mentioned, She also teptians 
a friend who was forbidden by her husband (a painter) to paint, or to 
work in general; “he was one of those people who are a little too good 
for their financial station in life,” but who do not mind being supported 
instead of selling their works without hypocrisy on a competitive mar- 
ket. In this case the husband was evidently afraid of the competition of 
his wife, who was a better painter than he; but Mrs. X. also hints at the 
guilt feelings of the artist (and she is one herself) about the profit 
motive, which is at odds with the artistic scale of values. p 

Mother was always “most anxious and neurotic” about finances: if 
you loved and trusted God enough there would be no need for private 
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property.” Capital and interest were wrong, and so was insurance. All 
this is very reminiscent of the usury prohibitions of the Church Fathers; 
it is criticism of capitalism from a feudal system of values (and not 
pseudo-communism as Mrs. X. thinks). This also applies to Mother’s 
verbal interest in “charity,” as opposed to a collectivistic drive for or- 
ganized economic security. Anyhow, the child was “unable to reason 
all this out,” and was puzzled and upset by a mother who “constantly 
flouted her own dictums” and who was “parsimonious to an incredible 
degree alternating with extravagance.” 


3. Socioeconomic Instability in Its Effect upon 
Personal Insecurity 

During Mrs. Xs childhood the family always lived “under the 
shadow of some great calamity.” This was true despite a substantial 
degree of objective financial security in the family, aside from occasional 
crises. Apparently that shadow of some great calamity actually reflected 
the malaise in the society as a whole and the vicissitudes of a competi- 
tive economy in general, rather than concrete financial problems of this 
particular family, 

This socioeconomic instability affects Mrs. X.’s personality in various 
ways. She “conceives of success as dangerous.” “It is far safer all round 
to be a failure, practically and emotionally.” “What I was taught to 
believe as a child was that love was a cannibalistic impulse.” The quest 
for “safety” leads her to the absurd conclusion that she should avoid 
success, This may in part be the primitive method of protective in- 
cantation designed to ward off failure by admitting it in advance; how- 
ever, it also bears a striking resemblance to what stock-market tech- 
nicians call profit taking. You cash in a modest gain and trade the pos- 
sibility of further profit against security, 

Possibly her “dislike of recognizing the relationship between cause 
and effect” (that is, indirectly, a refusal to recognize and accept â 
“rational” order of economic life) also has something to do with fear of 
socioeconomic instability, but the connection is not quite clear here. It 
seems clearer in her dreams, which are often connected with a child- 
hood house. “Property,” in the narrow sense of real-estate holdings, in 
many people’s minds is a symbol of security, which, of course, it is not 
at all in terms of the objective facts of economic life. A house appears 
to many as a tangible value, as something which cannot evaporate like 
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money, for instance. Mrs. X. wants to show off toward her husband and 
others, wants to prove that she has “something of her own,” and some- 
thing safe; however, in her dream no one admires it as much as she 
feels they should. This symbolizes another failure, cushioned (or 
rationalized) by a feeling that “happiness cannot last and that it is 
safer to destroy it oneself than to allow it to be destroyed by someone 
else”—another reminder of the vicissitudes of a competitive economy, 
of periodic business fluctuations, and of profit taking. She is “frightened 
of change in anyone I knew,” for change means uncertainty and thus 
instability. 


4, Cutthroat Competition 

Despite the precapitalist and sociocritical influences mentioned, 
there is also an especially forceful heritage of “rugged individualism.” 
It represents in part the underlying philosophy of early capitalism. It 
thus leads to an additional source of conflict in her superego—a conflict 
between the attitudes of early capitalism and the inevitably more subtle, 
more complex, and more socially responsible standards of a developed, 
wealthy, and partly oligopolistic capitalism in the America of the mid- 
twentieth century. To some extent the conflicts in her mind mirror the 
general difference between the social environment and values of her 
childhood years and those of her adult period. 

During her childhood people within her family “were each bent on 
the others’ destruction”; her parents were “cannibals in their wellbred 
and hideous way.” This looks like the unrestricted competition of an 
early capitalist society, applied to the family scale. She resents the 
“exploitation” of her childhood talents by her mother in order to show 
off; she was “flogged on to further efforts.” Mother “probably could 
have sold hot-air furnaces in hell.” The child was the object of a dis- 
placed parental urge for self-assertion on the competitive market. 

The same mother who at times strove toward Franciscan purity “had 
an attachment almost morbid to things, objects . . - and set great store 
of them, becoming furious if they were lost or broken.” That sounds 
partly like Marx's Eigentumsbestie, partly like a quest for greater 
economic stability. There is, in addition, a preindustrial element in it, 
the threat of famine. In fact it is a most interesting combination of 
precapitalist (both primitive and feudal) elements with those of an 
early capitalism; for the training for self-denial, for the accumulation of 
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durables at the expense of consumption—a training which in Mrs, X’s 
case resulted in resistance to labor during her first childbirth owing to 
unconscious reluctance to yield anything from her physical possession 
—had become a very important virtue at the time of switchover from 
feudal to early capitalist economy. From mere farsighted providence 
it had developed into the basic virtue of a society which needed capital 
formation more than anything else. Her mother’s attitude shows some 
elements of Calvinist thrift, which, of course, paralleled the capital 
needs of early capitalism. This attitude also shows elements of the 
famous abstinence theory of Nassau W. Senior, who explained the 
institution of interest as a “reward” for abstinence from immediate 
consumption, But in other respects Mother was a great advocate of 
spending, another unresolved contradiction. 

Nowadays, under the influence of Lord Keynes, thrift is often con- 
sidered more of a threat and mistake than of a virtue and hope. Western 
society has piled up enormous capital resources without always know- 
ing how to utilize them in peacetime. Such considerations, however, 
could not be expected to guide the mind of Mrs, X’s mother around the 
turn of the century, or Mrs. X’s mind later on either. She considers her- 
self “fiercely competitive . . . in the wrong way”; she applies this 
judgment to her competition with men in intellectual achievement, 
among other things. Her dreams “usually have to do with vast and 
overpowering houses” which dwarf the people—presumably a bow to 
the prevailing cult of bigness in a material sense at the expense of the 
human being or, at least, the common man. Her revolt against the 
parents’ scale of values leads to inability “to work for something I care 
for,” though she works well when she expects refusal and thus does not 
risk anything. She shuns the market place, the competitive game and 
risk; she works best in its absence. She is capable of the “most grinding 
labor and conscientiousness in a matter in which I have no personal 
interest or where someone else is to reap the benefit.” She is, in other 
words, just as afraid of profit as of the market place itself; she feels 
basically that something is wrong with the whole setup. “Though I love 
beautiful objects I never want to let them get the better of me.” 

She does not think, altogether, that financial incentives are very 
strong with her; while she rationalizes her enjoyment of financial 
security into interest in the future of her children, she feels guilty be- 
cause she is better off than “more deserving members of the human 
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race.” She has lived at various financial levels of security and inse- 
curity, enjoys potentially the idea of financial recognition of the value of 
her writing: “it is almost the only prestige that most people can recog- 
nize.” Yet she wants “a clear conscience about the genuineness of the 
goods I offered regardless of their price or scale” and is “frightened of 
being successful.” She is constantly torn between the conventional 
money standard of success in a competitive economy and an artist's 
realization that her own standard of success hardly ever coincides with 
the former. 


5. Children and Social Values 


Out of such conflicts she tries to find shelter in the only world which, 
to her mind, is relatively unaffected by the contradictions and hypoc- 
risies discussed—that of children. She loves “to talk to young people 
in their teens, as the shades of the prison house begin to close, but 
before they are too much hampered by compliance with the rules,” but 
she is “promptly bored by the pretensions of most ‘adult’ society.” She 
was as a child “obsessed with the cruelty and stupidity of most ‘grown- 
ups? ” 

What she really means is that children are not at first as rigidly de- 
fined in terms of a given historical society as adults are; or, to put it in 
a different way, children are not as clearly committed as adults are to 
a given scale of social values and are “normally” unspoiled enough to 
question constantly society’s institutions and norms—the good and the 
bad ones alike. That is why, as Mrs. X. remarks, so many adults “fear 
and hate children”; the latter are only too often penalized (uncon- 
sciously, as a rule) for being social critics, for asking so many why’s. 
Mrs. X. remarks keenly that their understanding and intelligence is 
often obscured and ruined by “life,” by being taught “right” and 
“wrong”; but she does not see the historically relative and changing 
character of these concepts and codes. Therefore she speaks of “the sad 
and futile and perpetual children . . . those who have followed those 
examples too well.” 

Basically she would like to return to her childhood condition, that is, 
the one that prevailed before social repression took place. This appears 
to be at least one important cause for her overdrinking; she apparently 
feels that society makes alcoholics—they are simply people who want 
to get away from the artificial personality which society has forced on 
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them—and that getting drunk gets you more or less back to your out- 
spoken independence of childhood days. In short, the drunkard has a 
kind of license to criticize society, which a sober person is denied. 
“The superego teaches us to ‘get on in the world’ according to its fre- 
quently stupid and irrational rules and conventions.” This may be 
true to some extent, but she assumes an overstrict and purely negative 
superego developed for the protection of a given order of things and 
overlooks the positive element in the superego. 

In summary, she makes it clear that both the wish to stay on the 
“immaturity level” of childhood, or to go back to it, and the desire to 
get drunk may often result from a wish to discard the social restrictions 
(whether good or bad is a matter of judgment) and to regain the com- 
parative license which children and drunkards enjoy in our society— 
the freedom of a modernized court jester. 

Speaking of certain fits, Mrs. X. says, “One knows more at these 
times than sane people can afford to remember or take into account.” 
. . » “One cannot continue to live and communicate with the worka- 
day world on such terms. Unbalanced people and children can have a 
wisdom that is very inconvenient and thus eventually becomes neu- 
tralized (because for their protection it must) by the essential medi- 
ums of exchange of the civilized world: money, politeness, conven- 
tion or what have you.” She thinks, therefore, of the psychotherapist as 
“a man well trained in a certain aspect of mankind’s ailments, ready and 
willing to clarify,” a “wise and trained and impartial observer and 
interpreter.” 

The conflict, in Mrs. X.’s mind, of social codes from various periods 
of economic society suggests that in this case psychotherapy might stress 
an awareness of the changing and historically limited character of the 
codes in question, codes which the parents had perceived as perma- 
nent. This, indeed, presupposes a psychotherapist who does not take the 
social framework and norms of his own period for granted and who does 
not interpret his role toward the patient as that of a virtual attorney of 
a given social order even though the therapist inevitably represents 
“society” in a formal and clinical sense. 


6. Mothers Book 


When Mrs. X. was a child, her mother wrote an anonymous book on 
personal aspects of financial problems, especially the cost of living. 
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The book was printed privately, apparently for a very limited circula- 
tion. It is a very revealing document in terms of what happened to the 
child later on. To read this book is an ordeal: its sentences are endless, 
very often in the literal sense; most of it is incredibly repetitious and un- 
bearably conventional. In its excessive saintliness it inevitably arouses 
the sneaking suspicion of hypocrisy, of which indeed the author's 
daughter is fully convinced. Perhaps it might better be characterized 
as whimsical fuzzy-mindedness. 

Its setting certainly is interesting. The first part of it (which is also 
most confused) was written on the eve of World War I, the remainder 
during the war itself. The latter part is clearer and sharper, and has 
some surprising psychological insights, at least for a while. It is pretty 
clear that the war crisis of Western society precipitated the expression 
of certain fears and guilt feelings which may have been there long 
before. 

a. Social guilt complex. The mother (Jet us call her Mrs. Y.), at 
least at the time of writing this book, seemed to suffer agonies from the 
conflict between the business code of “her” society and group, on the 
one hand, and Christianity on the other. Her starting point is the high 
cost of living, which she interprets both as punishment and as cause for 
more fears, though she also claims that “evil apprehension” may be the 
cause of the high cost of living, rather than vice versa. It is a vicious 
circle for her in any case. It may, indeed, be “sanely treated”; we shall 
see how. 

The whole book teems with statements of guilt feelings about the 
conflict between “economics” and “Christianity,” or about modern 
civilization, which for her amounts to the same thing. She criticizes 
materialism and money drives in the churches, has guilt feelings about 
employing other people, and sees mankind paying penalties for eco- 
nomic exploitation. Of special interest are her repeated references to 
debt as breeding (or representing ) sin and to “forgiveness,” again in the 
financial and in the moral sense, as being a necessity. 

Mrs. Y.’s supposed ideal is Christ, “a man without visible mory of 
support,” though she creates a nice escape clause through Avs use 
of wealth. Similarly, in one place she blames social evils on infidelity 
to God.” In short, she feels deeply guilty—as a member of her social 
group—for the conflict of codes and tries meekly to save her own soul 
from this conflict. 
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b. Economic insecurity and the cure. The kind of fears generated by 
economic insecurity bother Mrs. Y. especially. Her big idea is that 
everybody should give up personal thrift and, especially, insurance, and 
that instead everybody should rely on God for economic security and 
not try to organize it individually. Her program represents a neat 
combination of rationalizations: first, an unwitting defense of laissez 
faire and, second, a very convenient justification of personal spending. 

She despises the attitude that children should be taught to think early 
of security both for themselves and for their parents’ old age. Appar- 
ently she imbued her daughter with this feeling, thus leading to the 
latter’s attitude toward money today. “We suffer from the terror which 
is seizing us for our own life and the life of every one we are for,” but 
the judgment belongs to God and not to the insurance companies. Only 
God can relieve her from her responsibility; in fact, God should be the 
only insurance. 

She keeps harping on the fact that insurance expresses fear, that 
people take it out in order to “feel rich,” thus allaying their fears; but 
that without insurance their confidence would really be stronger. 
Christian Scientists have some good points, she thinks, but they are 
trying to reach their aim in an insecure society. And she herself really 
persuaded her husband to give up insurance. 

c. Retour à la nature, Mrs. Y.’s criticism of the moral conflict in her 
society is basically a precapitalist one. In it at least two historical ele- 
ments are combined: a glorification of primitive, “sinless” ways of life, 
and a distorted tradition of mediaeval, feudal chivalry and nobility. 
Lack of generosity makes you feel uncomfortable, and the selfishness 
which is at the root of a competitive society is “ignoble.” 

Yet “charity” likewise does not satisfy her, especially if it is for future 
“profit,” as religion claims. “Doing simple kindnesses” is insufficient, for 
there is much more wrong with society and only reliance on God can 
really cure it. She feels very uneasy about the motives of economic 
activity in her period and would like to escape into the past (an imagi- 
nary one, to be sure), 

There are, however, some elements of a more “radical” anticapital- 
ism; she criticizes the profit system, competition, and “capital.” She 
glorifies the common people, but she does not like co-operation either, 
since people should have “the strength to stand alone.” She even en- 
joyed the entrance of the United States into World War I for a while, 
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as it would set an end to profit! She is for “selfless action,” but against 
abuse of charity as a mere pretext to make money first. In short, Mrs. Y. 
feels extremely uncomfortable about the society she was born into and 
is groping for some avenue of mental escape from it. 

d. Spending versus saving. “I have spent what I had.” Why? “For 
fear of losing it.” Here we are. Her spending theory, which sounds some- 
what Keynesian today, has in fact two roots: first, economic inse- 
curity (she is afraid that unless she spends her money promptly the 
rising cost of living or other factors will deprive her of it); and, 
second, the role of money as a symbol of an economic setup about 
which she feels guilty (as Mammon). Actually she feels guilty about 
property in general, but especially in the conspicuous form of money. 
Although she dislikes a “butterfly existence” too and indicates that men 
should suffer for improvidence, she hates the godless habit of hoarding 
and thrift. She thus appears to rationalize both her underlying feeling 
that money (as a symbol of an unjust economic society) is sinful and 
also her ordinary female wish to spend money freely. Perhaps there is 
also a vague anticipation of an economic philosophy which explains 
business fluctuations from inadequate spending, although she claims, 
amazingly, that the cost of living would drop if there were no saving. 
Anyway, she considers herself a “crank.” 

It is especially interesting, in terms of her social guilt complex, that 
she claims that saving makes you responsible for the use of your money 
by the banks. “Spending wisely” makes you stop worrying and start 
living, while saving throws you into “fictitious importance”—the per- 
fect Freudian. But do not give money to the poor, for it would make 
them servants of the devil; just spend it according to your own fancy. 
What a convenient rationalization! What is not spent is lost. Here 
Mrs. Y. implicitly recommends speculation to replace thrift, without 
noticing the contradiction. 

e. Causes and effects of Mrs. Y’s attitudes toward money. She men- 
tions that she has personally “experienced the horror with which the 
dreaming child awakens to the apparent need of serving money.” Per- 
haps this is the key to her attitude, insofar as individual factors are 
concerned. In addition, she also refers to an earlier primitive idealism 
which she apparently abandoned when she made her debut in society 
or when she married. These are scanty indications of the roots of her 
own attitude. It is safe to say, however, that her attitude reflected the 
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malaise which characterized her generation and class to the extent that 
this group began to realize conflicts of codes between business life and 
religion. 

It would have been a miracle if the mother’s social malaise had not 
affected the daughter in her childhood years—and indeed it did. What- 
ever additional factors—organic or constitutional—may have influ- 
enced the personality formation of Mrs. X., the way in which she, as an 
individual, was reared by Mrs. Y. and by other family members was 
very important. Mrs. Y.’s theories and practices concerning the educa- 
tion of her children reflected, in turn, the cultural, historical, and eco- 
nomic setting of her own class and the value conflicts by which Mrs. Y., 
as an individual and as a group member, found herself torn. In certain 
respects Mrs. X.’s personality disorder—like any other patient’s—must 
have been of an individual, unique nature, but at the same time some 
aspects of the disorder were evidently rooted in the long-range impact 
of cultural and socioeconomic conflicts as they affected her parents’ 
attitudes and behavior toward their children. 


Appendix IX 


Workers’ Attitudes toward Class 


Divisions and Labor Unions 


THE following data were collected by the Survey Research Center, 
University of Michigan, in the course of a survey of workers’ attitudes 
and opinions in a large mid-Western factory. These data, of course, 
are not necessarily typical of the attitudes and opinions of workers in 
general; the character and history of this particular company, the re- 
gional factors, and other special influences may color the responses ob- 
tained. On the other hand, the sample is fairly large and the results 
of the questioning are of interest in understanding workers’ attitudes 
toward the economic society in which they live. 

The data quoted show that three-fourths of the workers thought that 
people in America were divided into social classes; about the same pro- 
portion of the workers identified themselves with the working class, 
most of the others with the middle class. Workers’ aspirations to middle- 
class status, both for themselves and for their children, were far 
greater than the identification just mentioned. Chances for upward 
social mobility were judged rather favorably by the majority of the 
respondents, The class position attributed to other population groups 
was, on the whole, fairly realistic. 

Attitudes toward the union—of which 85 per cent of all the workers 
were members, including at least 92 per cent of those eligible—showed 
a low level of involvement in routine activities of the union, to judge 
from attendance at meetings other than those held in crisis situations. 
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Benefits in general and solidarity needs stood out among the reasons 
given for joining the union. Prevailing feelings about unions in general 
were affirmative but somewhat on the lukewarm side in that there was 
little evidence of any ideological attachment to the union. 


TABLE IX, A. Crass Divisions 


“Are people in America divided into different social classes, or are they all 
pretty much in the same social class?” 


Divided into different social classes 74% 

All pretty much in the same social class 21 

Not ascertained 5 
Total 100% 


Number of cases 2,499 


TABLE IX, B. Workers’ Ineas or Tuem CLAss 


“If you were asked to use one of these four names for your social class, which 
would you say you belonged in?” 


Middle class 19% 
Lower class 1 
Working class 76 
Upper class ~ 
Not ascertained 4 
Total 100% 


Number of cases 2,499 
° Less than 0.5 per cent. 


TABLE IX, C. Crass to Watch Workers Desmnep To BELONG 
“Which social class would you like to belong in?” 


Middle class 40% 
Lower class 1 
Working class 44 
Upper class 9 
Not ascertained 6 
Total 100% 


Number of cases 2,499 


a 
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TABLE IX, D. Crass EXPECTATION FoR CHILDREN 


“If you have children, which social class do you think they will belong in 
when they have families of their own?” 


Middle class 87% Upper class 1% 
Lower class 1 Not ascertained 16 
Working class 89 Total 100% 


Number of cases 2,499 


TABLE IX, E. Workers’ Opinions on SociaL MOBILITY 


“Suppose a person belongs in one social class and wants to belong in a 
different class. If he has ability and works very hard, what do you think his 
chances are for moving from one social class to another?” 


Very good 29% Not too good 4% 

Pretty good 36 Very poor 6 

Just fair 18 Not ascertained 7 
Total 100% 


Number of cases 2,499 


TABLE IX, F. OccurationaL Groups AND CLAss BELONGING 
“What social class do you think the following groups of people belong in?” 
"Pat social ‘Class do yoi UU ee i wala tes ae cea ee eee 


8 
E g 
S hoa 
Peak en one eee 
5 $ 5 © S > 
2 3 | £ 
x $ Š 
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Middle class 68% 12% 32% 4% 19% 50% 
Lower class 1 8 8 1 . 6 
Working class 13 B 8 2 guano 
Upper class 5 1 4 79 62 S 
Not ascertained 13 11 18 14 ali ee 
Total 100% 100% 100% 100% 100% 100% 


Number of cases for each group 2,499 
* Less than 0.5 per cent. 
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TABLE IX, G. Union PARTICIPATION 
“If you are a union member, how often do you go to union meetings?” 


Almost all of the meetings 9% Never f 12% 
Most of the meetings 15 Not a member of the union 13 
About half of the meetings 16 Not ascertained 3 
Not very many meetings 32 Total 100% 


Number of cases 2,499 


TABLE IX, H. REASONS FOR JOINING THE UNION 
“If you are a union member, why did you join the union?” 


To get benefits for himself 10% 
To get benefits but not necessarily just for himself 34 
Feels all workers in the company should stick together 13 
Sees union as representing the working class 4 
Believes in unionism as a principle 5 
Social pressure to join the union 8 
Other reasons 12 
Not ascertained 19 
Total 100% 


Number of cases 2,124 ° 


° Does not include the 344 workers who indicated that they are not members 
of the union or the 31 workers who did not answer that question. 


TABLE IX, I. Reasons ror Nor Jorninc THE Union 
“If you are not a union member, why didn’t you join?” 


Does not believe in unions in general 5% 
Dislikes union in this company in particular 14 
Does not know whether or not he intends to stay here 3 
Was not asked to join the union 9 
Has not been here long 16 
Intends to join the union 6 
Not eligible for union membership 10 
Other reasons 13 
Not ascertained 24 
Total 100% 


Number of cases 344 ° 


° Does not include the 2,124 workers who indicated that they are members of 
the union, or the 31 workers who did not answer that question. 
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TABLE IX, J. FEELING ABOUT UNIONS 


“How do you feel about labor unions in general?” 


Almost all are good 24% 
Most are good, but a few are bad 38 
Some are good; some are bad 29 
Most are bad, but a few are good 3 
Almost all are bad 1 
Not ascertained 5 
Total 100% 


Number of cases 2,499 


TABLE IX, K. Union EFFECTIVENESS AND MEMBERSHIP 
“Suppose you went to work in a company where the union was very weak 
and couldn’t get anything for the workers, Do you think you'd join the union 
anyway?” 
eee 

I would join the union even though it couldn’t get anything forme 28% 
I might or might not join the union 35 


I probably would not join the union 31 
Not ascertained : 
Total 100% 


Number of cases 2,499 


a ee 


TABLE IX, L. SUPPORT OF OUTSIDE UNIONS 


“Suppose there is a section of the country where very few workers are union- 
ized. A drive is started to try to unionize the companies there. Union workers 
all over the country are asked to give some money to help support the drive. 
Some union people think they should give money; others think they shouldn't. 
How do you think you would feel about this?” 


I think I would give money 38% 

I don't think I would give money 15 

I don’t know what I'd do 41 

Not ascertained 6 
Total 100% 


Number of cases 2,499 


Appendix X 


Incentives in Nationalized 


Plants in Austria 


IN the summer of 1950 the author visited nationalized plants in 
Austria with a view to gathering impressions on effective incentives 
and on experiences with working morale there. While this was not 

designed to be a systematic survey, conversations—often quite exten- 
sive—were carried out with laborers, foremen, managers, shop stewards, 
union officers, and staff members of the Ministry for Nationalized In- 
dustries, including the minister himself. A report on these impressions 
may, therefore, be of some suggestive value despite the impact of the 
special factors that characterize postwar Austria: the legacy of Nazism 
and of the temporary incorporation of the country into Greater Ger- 
many; the aftereffects of war and destruction; continuance of the long- 
range economic weakness of the country, with some modifications; and 
the four-power occupation since 1945. Needless to say, some of the 
conditions found in 1950 have probably changed in the meantime. 
The nationalization of numerous plants in Austria after the war 
was not part of an elaborate planning scheme; the widespread disrup- 
tion of economic life and the necessity of disposing of German-owned 
plants ranked high among the motives for nationalization. In the pre- 
vailing terminology, nationalization (Verstaatlichung) is distinguished 
from either socialization or planning; nationalization means govern- 
ment ownership and management of isolated (though perhaps nu- 
merous) plants without either an over-all production plan or decisive 
308 
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influence upon management on the part of consumers’ and/employees’ 
representatives. 

The plants visited included a factory of railroad carriages and other 
vehicles in the British sector of Vienna and a major hydroelectric 
plant, consisting of four main working sites, under construction in the 
American zone of Austria. 

The factory mentioned had been all but destroyed through air raids, 
and practically all the equipment had to be replaced after the war. 
Likewise, the plant organization had to be built up anew. At the time 
of the visit the reconstruction was still under way; moreover, shortages 
of raw materials and other supplies were frequent and the plant lived 
on a hand-to-mouth basis, which was especially bad for a unit that 
worked mainly for export. Under these conditions the output level of 
1937 was not reached until about the time of the visit, when about 
1,850 people were employed there. 

The first purpose of management and personnel alike was to get the 
plant going and then to keep increasing its productivity, despite a poor 
supply of food and clothing for the workers. This was attempted mainly 
by keeping the workers informed about the employment outlook and by 
making them feel coresponsible for the plant in a higher degree than 
was the case in private industry. Despite the shortage of resources, a 
library and an art exhibit had been arranged in the plant in order to 
appeal to the nonoccupational interests of the employees. 

The prevailing wage system consisted of incentive piece rates based 
on time norms for each operation. The shop council, elected on the basis 
of proportional representation of the various political groups, appeared 
to be in actual control of the plant on the local level, in close co- 
operation with the metal-workers’ union; the works manager, who took 
part in our tour of the plant, left the talking almost entirely to the chair- 
man of the shop council. The latter pointed out repeatedly that, while 
the reconstruction of the plant had been rather successful compared 
with private enterprises in a similar position, there was no real inte- 
gration with any national plan or over-all governmental policy. The 
local appeal to the responsibility and job-security interests of the 
workers, however, had been quite effective. 

The hydroelectric plant visited was located in an Alpine valley and 
was being built by the Federal Railroads in order to supplement their 
power supply. The plant consisted of four levels, one of which was 
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practically completed. A road led up to the third level; the highest 
building site, located at an altitude of about 8,000 feet and surrounded 
by glaciers, was reached by a three-hour climb. At this remote site 
morale appeared to be highest; possibly the isolation fostered a com- 
munity feeling. The entire working project showed a loosening of class 
and group barriers that was rather unusual in this part of the world; 
some holders of advanced academic degrees were working as common 
laborers. In a number of cases the reason was a political one: they 
were former members of the Nazi Party, who had lost their accustomed 
jobs or had found it advisable to move from the Vienna area to the 
Western part of the country. In other cases, however, the reason for 
social shifts in the labor force was the prevailing system of compensa- 
tion. This system consisted of two separate sectors, a private and a 
public one; the public sector applied to regular employees of the Fed- 
eral Railroads, while the private one covered the personnel of the 
various contractors. The public salary scale was far lower than the 
private; we met a common laborer who actually made far more money 
than the manager of the building site and who, for this reason, pre- 
ferred not to make any use of his academic and professional training. 

Yet the Federal employees, while none too happy about their in- 
comes, did not seem to feel that they were any worse off than the 
employees of the contractors; nearly everyone of those consulted pointed 
out that they had far greater job security in the Jong run (though a 
few of them wondered whether this security was not illusory, given the 
instability of general conditions), The chairman of the shop council 
claimed that the working morale of the Federal employees was gen- 
erally higher than that of the contractors’ personnel; despite lower 
earnings they had a greater feeling of belonging and better prospects 
for economic security. He also felt that the Federal management had 
better control of its employees than had the private contractors of their 
personnel; but he did not think that the central bureaucracy had a clear 
picture of this situation. 

On the other hand, the members of the central staff at the Ministry 
who were consulted pointed out that some workers in nationalized in- 
dustries had expected higher wages and perhaps some form of profit 
sharing to result from nationalization, but economic education had 
successfully taken care of such unwarranted expectations, It was em- 
phasized that productivity in nationalized units was relatively high and 
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that there was much initiative on the part of the employees; the latter 
(including those with conservative opinions) felt that they had re- 
sponsibility and codetermination in the plant. The staff of the Ministry 
believed that the working incentives were at least as strong as in private 
enterprises, one important reason being the key role of shop councils 
in the nationalized units. In the latter, the shop councils had great 
influence in the choice of managers; sometimes they looked for a weak 
person to be at the top, but a compromise had usually been achieved. 
Technical experts usually made themselves available for service in 
nationalized enterprises just as readily as in private, but political in- 
fluences or conflicts had sometimes interfered. Generally, however, 
the Ministry felt that greater confidence of the workers toward the 
public management was the decisive factor; as long as such confidence 
existed, direct financial incentives often turned out to be less important 
..than the endeavor of workers to make employment secure through 
success of the enterprise. 

This picture of one experience with public enterprise abroad cannot, 
of course, claim to be either complete or conclusive. As far as it goes, 
however, it appears to confirm the assumption that industrial incen- 
tives and attitudes toward economic reform are subject to many varia- 
tions and that the essential factor is always the degree of identification 
and ego involvement on the part of those affected." 
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Perceived and Desired Power 
Positions of the Government, 


Business, and Labor 


IN the course of a national survey of public attitudes toward big 
business, the Survey Research Center, University of Michigan, ques- 
tioned people on their views of the present, desired, and expected power 
positions of national and state governments, labor unions, and business.’ 
Somewhat over half of the sample perceived the national government as 
ranking first in its power position now and expected this situation to be 
true twenty years from now; those who desired this to be true were 
slightly more numerous. 

There was a fairly strong correlation between the perceived power 
position of the national government now and its desired and expected 
positions in the future. This did not apply in any comparable degree to 
big business, other businesses, labor unions, or state governments, Many 
respondents appeared to desire a lower power position for labor unions 
than they thought the unions had now or than they expected them to 
develop in the future. Almost the same was true of attitudes toward 
big business. On the other hand, businesses other than big business 
ranked higher in the power position desired than in the actual or ex- 
pected position; so did state governments. These data are in some 
degree indicative of reform attitudes which express themselves in the 
perception of the present, desired, and expected power positions of de- 
cisive economic groups, 
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TABLE XI, A. Views OF PRESENT POWER POSITIONS OF FIVE INSTITUTIONS 


National State Businesses 

Per cent ranking Labor Bi 

the institution as: ae unions Sciuebas ai al big 
First 51% 21% 13% 38% 1% 

First and second tied 8 2 al 1 — 
Second 21 25 23 19 1 

Second and third tied — 3 3 — — 
Third 12 24 28 18 3 

Third and fourth tied 1 1 2 1 — 
Fourth 4 12 21 39 14 

Fourth and fifth tied — — — 1 1 
Fifth 2 5 2 10 72 
Not ascertained 6 7 7 8 8 

100% 100% 100% 100% 100% 

Number of interviews 611 


TABLE XI, B. Destrep Power Positions oF Five INSTITUTIONS 


Par caph dete National State Bi Laba Businesses 
Teini AE F govern- govern- si E that are 
re institution to be: ment ments usiness unions not bi g 
First 62% 9% 3% 5% 9% 
First and second tied 2 2 si — 1 
Second 10 46 16 12 7 
Second and third tied — — 1 1 — 
Third 9 12 24 24 15 
Third and fourth tied — 1 3 1 2 
Fourth 5 14 27 18 24 
Fourth and fifth tied — 1 3 8 1 
Fifth 4 7 14 27 33 
Not ascertained 8 8 8 9 8 


100% 100% 100% 100% 100% 
Number of interviews 611 
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TABLE XI, C. Power Positions EXPECTED TWENTY YEARS FROM Now 


National p State Businesses 
Per cent expecting govern- Labot Big govern- that are 
the institution to be: ment Unions business ments not big 
First 52% 15% 8% 3% 2% 
First and second tied 3 2 2 1 -— 
Second 15 22 17 23 2 
Second and third tied — 1 1 = = 
Third 9 23 25 16 5 
Third and fourth tied — 1 2 1 J 
Fourth 4 12 21 29 16 
Fourth and fifth tied — — 1 — 1 
Fifth 1 8 7 9 56 
Not ascertained 16 16 16 18 17 
100% 100% 100% 100% 100% 
Number of interviews 611 


TABLE XI, D. Instrrution SEEN as Mosr PowErruL Now RELATED TO 
InstrruTion Desmep To BE Mosr POowERFUL 


Institution seen as most powerful now 


Institution desired National 5 State Businesses 
to be most powerful govern- Labor Big govern- that are 
ment Yrions business ments not big 
National government 78% 51% 54% 22% 29% 
Labor unions 3 10 bf 11 14 
Big business 2 8 3 _ 14 
State governments 6 9 15 44 = 
Businesses that are not 
big 6 14 15 17 29 
Want two or more insti- 
tutions tied as most 
powerful 5 7 4 6 14 
Not ascertained — 1 2 — a 
100% 100% 100% 100% 100% 
Number of interviews 802 123 78 18 R 
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TABLE XI, E. INSTITUTION DESIRED TO BE Most POWERFUL RELATED TO 
INSTITUTION EXPECTED TO BE Most POWERFUL IN 20 Years 


Institution desired to be most powerful 


Institution expected National State Bi Lab Businesses 
to be most powerful govern- govern- b 16 190 that are 
ment ments "USness Unions not ig 
National government 65% 34% 17% 40% 34% 
State governments 1 22 6 7 — 
Big business 7 12 23 1 12 
Labor unions 13 17 14 31 34 
Businesses that are not big 1 2 ll 7 7 
Expect two or more insti- 
tutions tied as most pow- 
erful 4 6 ll — 4 
Not ascertained 9 7 18 8 9 


100% 100% 100% 100% 100% 
Number of interviews 863 50 21 32 51 
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‘conducive to Participation in the ve 
ous types of economic reform, a 
which reform types, if any, wou 
seem to be the most hopeful under t 
conditions of Western Societies of t 
twentieth century? 
This critical and intelligent discu 
sion of economic psychology shoul 
pave the way for further detailed an 
systematic résearch into this crucis 
field of study. It is not, as the autho 
points out, until much factual re 
search has been done over a long 
period of time that anything ap 
proaching a definitive theory of eco. 
nomic psychology can be formulated, 
On the basis of the factual data now 
available, however, and the examina- 
tion of a quantity of economic, socio- 
logical, and anthropological litera- 
ture, Professor Lauterbach has form- 
ulated some challenging hypotheses 
that are worthy of consideration, 
Man, Motives, and Money should 
find a wide readership among econo- 
mists, sociologists, psychologists, and 
forward-looking public servants and 
businessmen, They will find the book 
stimulating and provocative, 
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